






roa 
rail- 
nsite 
look 
vest- 
road 
void 
1 of 


Tre- 


eBurroughs 








Clearing House 


ition 
yrds: 





the 

shier 

nk | 61,064 COPIES DECEMBER, 1932 
box. 

lopes 

iti IN THIS ISSUE: 

— 

oden ‘i 

‘The Via the Banks on the Wabash 
whee By ARTHUR VAN VLISSINGEN, Jr. 

was 

staal Bonds—Secondary Reserves or Earning Assets? 

By HY. W. SANDERS 

by a . 
Bs The Taxpayers’ Club in Detroit 
, but By JAMES J. O’SHEA 

ts in 

n in- . " 

The Native Bankers of India 
By C. T. HALLINAN 

ainst e 

toe Perspective 

rau 

bank By HOWARD WRIGHT HAINES 

tered 

np to 

could On the Calendar for Congress 
oe By ARTHUR CRAWFORD 
i the 

o ms “ 
“that Progress of Banking by Air 
oe By W. A. PATTERSON 

eal 





— 


A Magazine for Executives wounded in 1916 









The Travelers Cheque business 
of late years has become an all- 
year business. The Fall and Win- 
ter market has grown largely be- 
cause business men have learned 
that travel fund insurance is as 
important as other forms of insur- 
ance. Actual cash is never safe 
whether carried by vacationists or 
by a man traveling in the interest 
of his firm. At this time, too, 
everyone is watching for leaks and 
losses. American Express Travel- 
ers Cheques eliminate one item of 
business loss. During the Fall and 
Winter months thousands of sales- 
men will start out on their trips 
with expense money—other thou- 
sands of buyers will go to the 
larger cities to make their pur- 
chases. Officers and owners will 
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travel in connection with their 
executive duties. Other thou- 
sands will attend conventions and 
association gatherings. All are po- 
tential buyers of Travelers 
Cheques. Bank officers today are 
very close to business men and to 
their activities. They, too, are in- 
terested in preventing unneces- 
sary losses to their customers. 
Their influence is widespread. A 
word here and a word there or a 
letter suggesting this precaution- 
ary measure against loss from a 
bank officer to his business con- 
tacts will bring many profitable 
sales of this class into the bank. 


Steamship tickets, hotel reservations, itin- 
eraries, cruises and tours planned and 
booked to any part of the world by the 
American Express Travel Service. 
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Exceptional Trust Literature 


Sirs: Believing you are always interested in seeing original 
work, I am sending you today 
by Parcel Post a complete set of 
our new Trust folders copy for 
which was written by our Mr. 
Hawes Coleman, Jr. We feel 
it is the best yet of the various 
excellent pieces of trust material 
he has already produced. The 
designing and printing was done 
by a local firm, Beverley & 
Company, and the illustrations 
are by a local artist. 


R. ScorGie, 
Advertising Manager, 
State-Planters Bank and Trust 














Company, Richmond, Va. HOW A 
ae SIMPLE TRUST 
Ly! Rs nnd pe in this effective 7“ of O 
trust ers, each in two or more colors, } 
are: “Paying for Pro y Sacnene. pp etales 
ment,” “To the Wives of Estate Owners,” awe 
“Answering Three Frequent Queries,” | 


“Ironing Out Income Fluctuations,” “The _| ° 
a, Saved by Creating a Trust,” 





ere Is No Average Man”’ and “Safety 
for Estate Funds.”—The Editor. 
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The Same to You, Sir 


Strs: Had I systematically saved your publications I would 
be saved the embarrassment of writing you now and would have 
been able to perhaps save some of your time. I have been asked 
to give a brief talk on Canadian banking especially as contrasted 
to ours. My memory tells me I have seen just such an article 
in your magazine and unless it involves too much troubie on your 
part I would very much appreciate your assistance in locating it. 
Should my request be unusual or entail too much trouble I presume 
— secure what I wish from the librarians of some of the city 

anks. 

While I have been a reader of The Burroughs Clearing 
House for many 1 and have enjoyed it immensely, I have 
never taken just the few minutes necessary to inform you that it 
isa welcome visitor. We take too much for granted and I hope 
you do the same or you would be missing much unspoken appre- 
ciation. Should you miss a publication I believe you would soon 
be made aware of how we little fellows feel about you. 


P. M. Situ, Cashier, 
Crandon National Bank, Crandon, Wisconsin 


o¢¢ 


Coming, “Coins of the Twelve Caesars”’ 


Strs: Recent information has come to my attention of an 
article, ‘“‘First Money-Making Devices” by Howard Wright 
Haines, appearing in the August, 1932, issue of The Burroughs 
Clearing House. 

The article, in that it is one of numismatic interest, is much 
sought by the advanced coin collector. Accordingly, your kind 
action and consideration in the forwarding of about seventy-five 
copies of the above mentioned issue for distribution at the next 
monthly meeting is respectfully requested. 


M. A. Pow! ts, Secretary, 
Chicago Coin Club, Chicago 


oe 


And See Page 14 


Sins: This is in grateful acknowledgment of your courtesy 

of August 22nd, enclosing, gratis, six copies of your August issue. 

We consider Arthur Crawford’s article ‘The Bill for Home 

oan Banks” a very informative article which we are glad to pass 
on to some of our valued patrons. 


With thankful appreciation, we are, 


E. R. Wittiams, Vice-President, 
First National Bank, Oshkosh, Wisconsin 
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The Insurance Interest 


Strs: Kindly send us a copy of the article ‘“‘Life Policies as 
Collateral” (by Oliver J. Neibel, Commerce Trust Company, 
Kansas City, July) mentioned in the attached clipping from the 
September issue. 


Thanking you in advance, I am, 
GeEorGE L. Denn, Cashier, 
Monroe County Savings Bank & Trust Co., Columbia, II. 
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We Have No Book Reviews 
Sirs: Will you be good enough to let me know whether The 


Burroughs Clearing House sends out any reviews or notices of new 
books in the field of finance? We have just published a very 
valuable volume, entitled ‘““Trusteeship of American Endowments: 
With Comparative Analyses of the Investment Experience of 
Leading Universities,” by Wood Struthers and Company, and if 
you would be interested to publish a review of it for your clients, 
we should be happy to send you a presentation copy for this 
purpose. 


R. E. HutTcHINnson, 


The Macmillan Company, Editorial Department, 
New York 
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Executor and Trustee 
of Many of 
America’s Important Estates 


and Trusts 


The management of the funds or property which 
make up an estate is the major task of the executor 


and trustee. 


Central Hanover has administered many of Amer- 
ica’s important estates and trusts. Leading men 
have considered ‘“‘No Securities For Sale’’ an addi- 
tional and desirable assurance of sound investment 


management. 


CENTRAL HANOVER 
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Via The Banks on the Wabash 


A Three-day Tour of Eighteen Banks in 
Central and Northern Indiana Feeling 
the Pulse of Country Banking Business 


cBy Arthur Van Vlissingen, Jr. 


T was only eight-fifteen when we entered the State 
| Bank of Rensselaer, Indiana, but already the cashier 
had left on business. “I don’t know where Delos 
Thompson went,” reported the sole occupant. “Some- 
where out in the country, and I don’t look for him much 
before noon.” 

It is not far to Remington down the concrete highway. 
Fern L. Lough, president of the State Bank of Remington, 
greets us heartily. A notably sound banker, Fern Lough, 
as testified by the entry “NONE” after “Other Real 
Estate Owned” on his bank’s 
statement. Few country 
banks can make that non- 
chalant report. 

“Grain prices are still going 
down, and our people have 
no money to buy with,” he 
declares. “‘Perhaps it doesn’t 
make sense to say that our 
people are working their way 
out of the depression under 
these circumstances, but 
nevertheless this is the fact. 

“Recovery will come when 
most people balance their 
budgets; it cannot come until 
then. And right here is the 
encouraging sign, for in the 
face of rock-bottom grain 
prices, our people are learn- 
ing somehow to get along 
on practically no money. 

“Some few will never learn 
how; these will be the casu- 


alties. But when grain 
prices rise, as eventually 
they must, most of our 


people will be able to put a 
surprising proportion of their 
incomes into legitimate pur- 
chasing channels and give 
Prosperity another push up 
the bill.” 


Just to the east lies 





Wolcott. A. R. Jones, cashier of Peoples State Bank, 
was frankly unhappy about general business conditions. 
“We're entirely dependent on grain prices hereabouts,” he 
explained. ‘““I'wenty-cent corn and dime oats leave no 
money in our community. .We used to have three dry- 
goods stores and several groceries. Now we have only a 
partial drygoods stock, and two grocers. If anybody has 
enough money to buy a dress or a suit, it’s necessary to 
drive to Logansport or Lafayette or Indianapolis —which 
adds to the cost and drains the money out of our town 
without leaving a profit.” 

Reynolds is nine miles 
east of Wolcott. Three days 
before, robbers had held up 
the Bank of Reynolds and 
taken $7,000. But—“lI’ve 
lived through a_ burglary 
and two holdups of this 
bank,” asserts Fred Dahling, 
president. “All we need now 
is a fire to round out my 
experience. After forty years 
of banking here I see one 
condition that is worse than 
ever before: the psychology 
of bank customers. They 
simply announce that they 
can’t pay what they owe — 
then make no effort to 


pay up.” 


.W.SCEARCY, cashier of 

this bank, is more con- 
cerned with operating costs 
and lack of revenue. “‘More 
than half of our accounts 
are below $50,” he points 
out. “‘Actually these small 
accounts total less than 
$8,000 of our $272,000 total 
deposits. Obviously we 
ought to have a_ service 
charge on small accounts. 
But we can’t put it on 


© Ewing Galloway 
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(Seal) 
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until we bankers who believe in it can 
convince all the banks in our county.” 

The largest bank in White County 
is the State Bank of Monticello, the 
county seat. Recently it combined 
with the White County Loan and 
Trust Company. With the combina- 
tion all the real estate and other slow 
assets were eliminated. The bank 
now has almost $600,000 deposits, with 
clean assets behind them. 

Here, too, the small accounts are in 
the majority. Here, too, the officers 
wish for a service charge and wish that 
more of their neighbors felt like the 
bankers at Reynolds. But in another 
respect their ideas are dissimilar. 

“People want to pay what they 
owe,” believes Bert Van Voorst, cashier 
of the State Bank of Monticello. 
“They are so tired of owing that they 
go to great lengths to get out of debt. 
They come in and pay their small 
notes, but too many of the big notes 
are slow. Naturally. for it takes a lot 
of twenty-cent corn and ten-cent oats 
to pay off a note of any size.” 

The big town of the district is 
Logansport. Here George A. Raub, 
president, the Farmers and Merchants 
State Bank, sees business picking up. 
With $1,000,000 in deposits, this 
bank’s customer activity is about what 
might be expected on double this 
volume of deposit liability. 


HE Farmers and Merchants not 

only charges a flat rate on accounts 
under the minimum, but also makes 
other charges. For instance, any cus- 
tomer pays $1 for a book of 300 blank 
checks, or $1.50 for checks imprinted 
with his name. Exceptions are not 
made. 

Mr. Raub is proud of his bank’s 
record on investments. ‘We have less 
than 5 per cent shrinkage on our 
utility bonds,” he points out. ‘“‘We 








have $100,000 in sound mortgages 
which we can turn into cash overnight 
—a customer wants them all, but we 
prefer the earnings to the cash. Only 
today we made two small mortgage 
loans which are as good as govern- 
ments; such real estate loans may be 
had in these times. We made these 
loans to hold, not to sell. One was 
$1,000 on a $20,000 business property 
renting for $125 a month; the owner 
wants to make a $2,000, alteration and 
had $1,000 in cash. The other loan was 
$500 on an eighty-acre improved farm, 
to an owner who has farmed it success- 
fully for twenty years.” 

State bank examiners were at work 
in two Logansport banks, so we made 
a dinner engagement to meet them at 
half-past six. Then we hurried on our 
way. Considerably off the concrete 
roads lies Twelve Mile, Indiana. With 
many closed banks in the neighbor- 
hood, the Twelve Mile State Bank is 
doing business as usual. 

“Things are looking up for many of 
our customers,” declares O. R. Picker- 
ing, cashier. “Our people never lost 
their confidence in our bank, our 
deposits are right where they have 
been for the past year, a little above 
$200,000. 

“We are avoiding hard-boiled tactics. 
Practically every time that we have 
been more lenient than we really 
should have been, the debtor has by 
some stroke or other scraped together 
enough cash to satisfy his obligations. 
Right now we own no real estate, and 
we have only two mortgages badly in 
default. Prospective customers stand 
ready to pay cash for these two farms — 
their money is on deposit in our bank. 
We are not foreclosing yet, for we 
want to give these farmers every 
possible chance. It is serious business 
to take a good farmer’s farm away 
from him. 





“‘We were not in very deep with any 
borrowers, so we have not had to bear 
down. Consequently a lot of our 
farmers, not being pressed on their 
loans, have more live stock than ever 
before. Hogs and cattle are the two 
ways a grain farmer can make money 
right now. These farmers are making 
profits, paying their debts when they 
sell, and helping to pull our neighbor- 
hood out of the mud by their good 
work.” 


DINNER at the hotel in Logansport 
with half a dozen state bank exam- 
iners. A year ago most of them could 
hardly eat. Today they are cheerful. 
“The worst seems to be over,”’ believe 
William Dexheimer and Samuel Good, 
senior men of the crews. ‘Most banks 
are steadily, if slowly, pulling them- 
selves into better condition. But the 
most important improvement is in the 
public. A few months ago, if a deposi- 
tor heard any unfavorable rumor about 
even the soundest bank, he sprinted 
for a place at the head of the line to 
get his money out. Nowadays, he 
usually says, ‘Oh, I guess Billy Jones 
is running a pretty good sort of bank.’ 
Then he goes on about his business.” 
The early morning hours seem 
dedicated by country bankers to their 
trips out into the farmlands. Despite 
our early start, the bankers at Peru and 
at Mexico. were already out. Better 
luck at Macy. The Citizens State 
Bank is a private bank operated by 
S. H. Musselman. Business at Macy 
is about the same as it has been. A 
few stock feeders are making money, 
a good many are not. 

“It’s funny,” philosophized Mr. 
Musselman, “how some farmers cal 
make money pretty generally even 
when the rest are losing. We have one 
customer who cleared $2,500 profit on 
a lot of cattle that he just now sold —he 
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invariably makes a profit. To be 
a successful farmer you’ve got to buy 
at the right price and sell at the right 
price —besides knowing how to handle 
your farming operations.” 

Quite a drive over gravel roads 
brings us into Akron, Indiana. The 
Akron Exchange State Bank is a 
notably solid country bank. H. D. 
Stoner, its president, is quoted and 
respected by bankers for fifty miles 
around. 

“Our deposits are off a little from 
the peak,” he admits, “but we haven’t 
much to complain of. We have had no 
general market bonds, only govern- 
ments, so we have no bond account 
shrinkage. If we wanted to write off 
every questionable loan we have, it 
would not use up our undivided profits. 

“T suppose our customers are hit by 
general conditions about as badly as 
in most places, but there really is a lot 
more talk than there is damage. 
Believe it or not, our merchants are 
borrowing no money at all. They 
are making money, and we would loan 
to most of them. No, we shouldn’t 
complain. And when prices of farm 
products improve, we’ll have even less 
to complain of.” 

Million-dollar banks are scarce, 
these days, in Indiana’s smaller cities. 
The First National Bank of Rochester 
has just under a million dollars on 
deposit, which is some 23 per cent 
below its high-water mark of several 
years ago. Percy Smith, president, 
was having his fortieth birthday when 
we called. 

“Small checking accounts are the 
bane of the country banks,”’ he pointed 
out, “whether or not the bankers know 
it. Last time I figured it, 3 per cent 
of our deposits, in dollars, were in 
00 per cent of our accounts. This 
3 per cent wrote 28 per cent of our 
checks. We charge 50 cents a month 
on accounts under $50, which is far 
below the cost of handling. Actually 
the gross interest earnings on all our 
small accounts total $350 a year, and 
the expense of handling them exceeds 
$5,000. 

“I can’t see how a service charge 
possibly costs any business. When we 
put it on, several ten-dollar accounts 
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immediately increased to $50. Fre- 
quently such a customer asks whether 
we have removed our service charge. 
He usually explains that, if we have 
removed it, he thinks he will check 
his balance down and pay some bills!” 

The First State Bank of Bourbon is 
old, solid, has close to $400,000 
deposits. Harry E. Hillis, cashier- 
secretary, is not by nature an un- 
bridled optimist, and he sees a lot of 
harm in a situation which is grinding 
down many farmers. He admits that 
farmers in his neighborhood can make 


pes teers 





How’s Business ? 


N this article we have selected 
what we believe to be a repre- 
sentative cross section—although 
necessarily limited in territory— 
for feeling the pulse and measur- 
ing the sentiment of country 
banking. 
How do you feel ‘‘out your way?”’ 


We invite your comment by 
letter—not for publication if you 
say so—not only on this Indiana 
diagnosis but also on the state of 
health of the banking business in 
your community. Purpose—to 
aid us in forming comparative 
estimates for the country as a 
whole.—The Editor. 














































money nowadays if they combine good 
judgment with good luck. He tells of 
one customer who recently sold some 
feeder cattle at $4,000 profit. On his 
own farm he made $1,800 from feeders. 
Local farmers are making money 
raising milk for the Chicago market. 

“We are making even some good- 
sized loans to our customers right 
along,” says Mr. Hillis. “But we are 
urging them to manage in some other 
way if they possibly can. In a sur- 
prising number of instances the farmer 
borrows it from his brother-in-law in 
Indianapolis, or raises half of it by 
selling off some of his peppermint oil. 
And we are just so much better able 
to take care of the folks who have no 
other resources for borrowing money. 

“It may not be good banking to 
lend money now in a rural district 
where a lot of banks have failed, but 


Five 


we are going to keep right on. A year 
ago last winter, banks were closing up 
all around us, and others were going 
on moratorium. Our customers left 
their money with us then, and now 
they can borrow it up to the safety 
limit of the bank.” 

A late start next morning, because 
we had to have a new front tire. A 
long way west, too, to Hamlet, 
Indiana. The Hamlet State Bank 
might well be called the Verdun of its 
district. When banks were closing 
wholesale, three successive waves of 
bank failures died at Hamlet. ‘Jake 
Short over at Hamlet kind of shielded 
the banks in the whole west end of 


Starke County,” acknowledge his 
grateful neighbors. 
Farmers and merchants around 


Hamlet are not doing too well, for the 
farms are large and mostly rented. 
Grains are the principal crops, and 
grain prices are ruinously low. “We 
usually have about $40,000 in grain 
sales at this time of year,”’ says Cashier 
Short. “This year it’s only $10,000. 
All the farm bins are full, and the only 
grain that is moving is what there isn’t 
room for or what has to be sold for 
ready money.” 

Jacob S. Short’s son, John E. Short, 
is assistant cashier of the Farmers 
Bank & Trust Company six miles 
south at Knox, the county seat. This 
is a larger bank, with more than $800,- 
000 of deposits. Its territory’s most 
interesting crop is peppermint. The 
bank stores peppermint oil for its 
customers in a large special vault, for 
the stuff runs into big money in small 
compass. 

“Most of our farmers are none too 
prosperous,” admits John Short. ““This 
Kankakee Valley grows most of the 
peppermint oil of the United States. 
Besides the ordinary difficulties, we 
made only about one-fifth of a pepper- 
mint crop this year, and yet the price 
of peppermint oil did not respond. 

““Nevertheless, some farmers in this 
neighborhood are making good money. 
There is one fellow, who by preference 
works a small farm intensively. He 
has paid for his $10,000 farm in a few 
years, and has money in the banks. 
He shows a profit this year, though 


(Continued on page 25) 
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CHARTER NO. 380 

be] CHAS. J. SCHWARTZ, President 
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hb4 Hamlet, in the State of Indiana, at the close of its business on 
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JACOB 8. SHORT, Cashier. 





1 Subscribed and sworn to before me this 2nd day of July, 1982. 


= (Seal) 
S My Commission Expires March 13, 1933. 
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URING the past decade there formed the “secondary reserves” were of cash and exchange, and their modest § long 
D have been addresses innumerable unmarketable except at ruinous prices. bond accounts showed comparatively § we | 
at the banking conventions, To have put the entire secondary little depreciation. Where good credit § the 

and millions of words in the banking reserve in government bonds would work was done, the local loans proved § dist 
press, urging upon banks the desir- have reduced the bank’s income below’ to be actually more liquid than the § is d 
ability of having at all times an_ the point needed to pay out competi- vaunted “secondary reserves.” Of § qua 
adequate secondary reserve in bonds. tive interest on deposits. So bonds course with the recovery of the bond B 
The tendency of every bank is to loan’ were selected having a slightly higher markets in recent months, many § of < 
too great a proportion of its deposits yield than governments—and until portfolios have been revived and are § ban 
locally, for these local loans bring the emergency legislation enabled the again good secondary reserves —but § plac 
business to the bank as well as a high Federal Reserve banks and the Recon-_ they failed, either actually or poten- § Not 
earning rate. To increase safety, the struction Finance Corporation to loan _ tially, when put to the test during the § of b 
primary reserves should be strength- on bonds, other than governments, the anxious months of 1931. be } 
ened, and a liberal part of the bank’s' secondary reserves turned out to be — si of s 
earning assets placed in “secondary no reserves at all. Marketability in t 
reserves” in the form of bonds —such Actually there are banks that had We are all beginning to realize that § Let 
has been the argument. comparatively few bonds and that marketability as a basis for liquidity § yea 
This theory of bank management ignored the accepted theories of second- of investments is a broken reed on § wer 
has been put to the test during the ary reserves, that came through the which tolean. There has been hardly a § are 
crisis of the last two or three years and crisis in good order. The relatively form of property that has not been un- § For 
it has failed in many cases for the _ higher yield on their local loansenabled marketable at one time or another dur- § rev. 
simple reason that the bonds that them to keep larger primary reserves’ ing the past ten years —unmarketable, § roa 








Checks ot steel. J. C. Lincoln, of the Lincoln Electric Company, is seen signing the first of three of them, aggregating $17,500, for winners of awards in the 
company’s arc welding competition. Believe it or not, but publicity says that when these checks arrived at the Cleveland Trust Company, on which they 
were drawn, they were canceled by perforations with a machine gun 
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that is, except at a fraction of 
its normal value. Even United 
States Government bonds were 
at heavy discounts in the years 
following the war, and it is not 
impossible that heavy issues of 
long-term bonds in the next 
few years may bring about a 
similar result. We insist, in our 
commercial loaning policies, 
upon short maturities, so that 
we can always build up cash 
assets by declining to renew 
them as they mature. Yet in 
the bond account we put out our 
money for five or ten years or 





odest § longer in the hope that, should 
ively | we need the money, we can sell 
sredit § the obligation. There is here a 
roved § distinction so important that it 
1 the § is difficult to emphasize it ade- 


Of § quately. 


bond But a very small proportion 
many § of any funds deposited by the 
d are § banking public should ever be 
—but § placed in long-term obligations. 
oten- § Not only is there the possibility 
ig the § of heavy withdrawals having to 

be met, but there is the danger 

of serious changes taking place 

in the security before maturity. 
e that § Let any banker think back ten 
uidity § years and recall the bonds that 
ed on § were in high favor then, but that now 
rdly a § are down and in some cases out. 
en un- § Foreign governments overtaken by 
r dur- § revolution or economic collapse; rail- 
stable, f roads undermined by truck competi- 





tion, street railways or interurban 
transit companies, and so forth —why 
prolong the sad story? Yet the dangers 
that have overtaken them are inherent 
in the long maturities. 






The Scramble for Short Maturities 


It is significant of the present situ- 
ation that we are all engaged in a wild 
scramble for good bonds with early 
maturities. It is even more significant 
that we consider three years an “early” 
maturity. Credit risks increase in a 
geometrical progression with the length 
of the maturity, despite the fact that 
years of regular payments “season’”’ 
a bond, and sinking funds cut down 
the amounts to be paid. So it is only 
to be expected that yields on the really 
short maturities of good risks should 
drive yields almost to the vanishing 
point. 

It is the old story of the banker 
Wanting to get safety, profitability 
and liquidity all at once. He can do 
86 on many good commercial loans, 
‘specially on seasonal financing opera- 
ions, crop movements and paper that 
carries a lien on merchandise or 
Produce in transit such as acceptances 
with documents attached. Our trouble 
lies in the fact that banking competi- 
tion tends to increase bank expenses 
or interest and service to a point 
where liquidity is sacrificed for yield, 
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and, as has been suggested, banks 
in a competitive position are driven 
to rely on marketability of longer- 
term, higher-yield bonds. 


The Remedy 


For the present situation there exists 
a two-fold remedy. The first is for a 
firm stand to be taken against com- 
petitive interest rates and unprofitable 
business. We simply cannot afford the 
wild scramble for deposits at any price, 
in which most of us have joined in past 
years. We must get down to business 
and somehow manage to keep our 
costs down to a point where high yields 
on the secondary reserves are not 
needed. The second remedy is better 
credit work on both loans and bonds, 
so that we can keep our commercial 
loans to a higher level without getting 
them frozen, and our bond portfolio 
in a solvent and liquid condition. 


How One Bank Does It 


Here is a brief summary of the 
methods used by one bank to handle 
its bond account—and it can be 
mentioned that this institution has not 
had to write off a single dollar on 
account of bond depreciation, except 
the amount of reserve put aside each 
year as a matter of course: 

1—They will not let themselves be 
*“‘sold”’ on any bond. No salesmen are 
interviewed, but they themselves 
decide what they want to buy, and 
buy it. 

2-—Of the income collected, a 
reserve of one-tenth of one per cent is 
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placed in a special depreciation 
reserve. 

3—All deposit liabilities are 
analyzed and grouped in classes 
according to their permanence. 
All large deposits are considered 
less stable than small ones, time 
than commercial, money await- 
ing investment than _ business 
reserves, and so forth. Only 
bonds with less than two years 
maturity are considered suitable 
to be offset against the shorter- 
term deposits. 

4—Before being placed on 
their approved list, bonds must 
be put through a careful analysis. 
Most of their holdings are muni- 
cipal and utility, and in each 
case security is considered before 
yield. 

5—No city or town is con- 
sidered unless well situated, and 
with diversified agricultural or 
industrial resources. No resort 
or hotel towns are included. 
None with overlapping irriga- 
tion or drainage districts, and 
no very small names are con- 
sidered. 

6—Political conditions are 
checked very carefully, tax de- 
linquencies, fiscal policies, budget 
setup, tax anticipations, assessed 
valuations, and general conditions. 

7 —In the case of public utilities the 
security behind the bonds, the total 
obligations of the corporation, district 
served, policies of rate regulating 
bodies, and competition from publicly 
owned utilities. 

8—Similar analyses are made of 
railroad and other bonds. Most of the 
portfolio, however, is in municipals and 
utilities. 


Good Credit Work 


In the last analysis good credit work 
is the heart of the problem. The 
analysis of a bond is essentially the 
same as the analysis of any other credit 
risk. The banker must bring to it 
information and imagination and plain 
common sense. Facts are obtainable 
when a real effort is made to obtain 
them. As some one has said, “buying 
bonds over the telephone and for- 
getting all about them is much easier 
than other forms of investing.” Some 
banks that have had the best of results 
from their bond accounts have confined 
their purchases exclusively to bonds 
maturing in less than three years, on 
the theory that within three years of 
maturity it is usually possible to make 
a good guess at the credit risk. 

One thing is quite certain: that we 
can no longer make the old distinctions 
between ‘“‘savings’” and “commercial” 
deposits and consider that the former 
can safely be tied up in long-term 
investments. When a time of crisis 
arrives the savings depositors demand 

(Continued on page 23) 
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© fhe Taxpayers’ Club in Detroit 


By James J. O’Shea 


Vice-president, Guardian National Bank of Commerce, Detroit 


N these days, any method 
] that shows promise of ensur- 

ing the prompt payment of 
taxes is of particular interest 
to those responsible for the 
handling of municipal finances. 
There is hardly a city treasurer 
in the land who is not almost at 
his wits’ end to provide the 
necessary revenue to keep the 
credit of his city good, and yet 
continue to carry on its vital 
and essential civic services. 

One does not have to seek far 
to find the causes for this state 
of affairs. Tax collections are 
notoriously sluggish; credit, 
formerly extended freely by the 
banks in anticipation of tax 
receipts, has therefore been 
restricted, while the demands 
for extraordinary expenditures 
for welfare are immediate and 
insistent. 

Due to the fact that the 
revenues of cities were custom- 
arily received in one annual, or 
two semi-annual payments, it 
became almost a universal 
practice for municipalities to 
issue short-term tax-anticipation 
notes which were discounted at 
the banks. More and more of the 
coming year’s revenue became antici- 
pated in this manner and expended 
on the current year’s requirements, 
until, in some cases, the revenue for 
ten months was being anticipated 
by some municipalities. When the tax 
delinquency situation, bad enough in 
normal, prosperous times, began to 
show signs of abnormal increase, the 
banks were compelled to _ restrict 
credit. Thus the city treasurer was 
attacked in two directions simultane- 
ously, and almost instantly he found 
himself in trouble. 

The universality of this state of 
affairs, and the earnestness with which 
city treasurers are looking for a solu- 
tion of their problems, has _ been 
graphically illustrated by the flood of 
letters which has come to Detroit since 
a Taxpayers Savings Club was started 
last July, sponsored and recommended 
by the city, but operated by the banks. 
Municipalities, large and small, located 
in almost every state of the Union, 





MR. O’SHEA 
Originator of the taxpaying club idea in Detroit 


have written in asking for particulars 
of the plan. Although the Taxpayers 
Savings Club was only officially started 
on July 5, 1932, more than 650 letters 
came in between that date and the end 
of September. 

Evidently, it did not take some 
municipalities long to evaluate the 
merits of the plan, because since 
Detroit started its clubs, New York City, 
Chicago, San Francisco, Los Angeles, 
Kansas City, Dayton, Lansing, Jack- 
son and Port Huron have opened 
similar clubs, while many more muni- 
cipalities are preparing to follow suit. 


Objects of a Taxpayers Savings Club 


What is a Taxpayers Savings Club, 
and what particular solution of his 
problems does it offer to the harassed 
city treasurer which would account for 
the widespread interest which it has 
caused? 

The plan is an adaptation of the well 
known Christmas Club, in which 
members agree to deposit with the 


bank a_ specific amount at 
weekly intervals over the year, 
thus building up a fund of sizable 
proportions which becomes avail- 
able when the time for Christ- 
mas festivities rolls around. But, 
instead of encouraging people 
to put money aside to be spent 
mainly on presents and other 
pleasurable pursuits, the Tax- 
payers Savings Club employs 
the same tried and _ tested 
method to assist people in 
accumulating the funds which 
they must have to meet their 
taxes. 


‘THE first application of the 

Christmas Club idea to the 
meeting of tax payments was 
made by the Guardian Detroit 
Bank in 1929. At that time 
there were no urgent reasons 
for preparing to meet the pay- 
ments such as exist today, yet 
the plan proved so popular that 
1,500 people became members 
of the club that year, although 
the Guardian Detroit Bank 
(now the Guardian National 
Bank of Commerce) had no 
branches at that time in Detroit. 

When the officials of the City of 
Detroit and the banks met together to 
consider ways and means of combating 
the serious tax delinquency situation 
which had arisen, they had the benefit 
of the experience which had _ been 
obtained in the actual operation of the 
plan. This enabled them to gauge 
with some degree of assurance the 
probable response that would attend 
the opening of Taxpayers Savings 
Clubs by all the banks, especially when 
recommended and endorsed by the 
city. 

Out of these deliberations grew 4 
conviction that the Taxpayers Savings 
Club would afford people one of the 
best ways to help themselves and the 
city. 

Many interesting facts were brought 
to light in the discussions that took 
place from which this conviction was 
crystallized. It was shown that evel 
in the prosperous days of 1927-28, the 
amount paid in penalties and interes! 
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$76,000,000, amounted to $4,500,000. 
Mr. Clarence E. Wilcox, Corporation 
Counsel of the City of Detroit, in 
commenting upon this situation said, 
“I am convinced that a very large 
amount of the delinquent taxes is due 
to the fact that the average taxpayer 
is not able to apportion his savings, or 
work out a system, so that he has 
money when the tax falls due.” 

And yet, the evidences of the success 
with which modern business has 
educated people to buy and pay for 
the things they need exist on all sides. 
Few people now-a-days pay cash for 
any purchase of major proportions. 
They find the method of paying com- 
paratively small amounts at regular 
intervals a much more convenient 
and easier way of meeting their 
obligations. Gas companies and tele- 
phone companies render monthly 
statements for their services. Why 
should the city, which provides so 
many services for the taxpayer, have 
to wait six or twelve months before 
receiving any payment? 

Lack of facilities for receiving 
monthly collections is one reason — 
the City Hall has no branches. But, 
perhaps the most important reason lies 
in the evolution of the various regula- 
tions which govern the methods em- 
ployed in the administration of civic 
finances. Many of these regulations, 
a heritage from past days when condi- 
tions were vastly different from those 
of today, hamper the administration in 
many directions, and prevent the 
application of modern business 
methods to the solution of its problems. 
The Detroit Bureau of Governmental 
Research in a recent bulletin dealt 
with this phase of the situation. It 
said, in part, “It’s the fault of a system 
designed for a small city of long ago, 
and now deeply embedded in detailed 
charter provisions that require that 
records be kept in ‘bound books’ and 
according to a rigmarole for which 
financial institutions and utilities have 
long since substituted loose-leaf records 
and machine methods.” 

It was precisely here that the banks 
were able to step in helpfully, for they 
possessed the facilities, machinery and 
equipment to do for the city what 
the city was unable to do for itself. 

As a result of 
these considera- 
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TAXPAYERS’ SAVINGS CLUB 170¢ 
Class 100 A (00 


GUARDIAN NATIONAL BANK OF COMMERCE - DETROIT, MICH. 


Jaly Due Tots! Paid Received Dee. Due Total Paid Received 
$ 1.00 1.00 27 100 26.00 
11 1.00 2.00 ** 4.00 27.00 
18 100 3.00 9 1.00 28.00 
25 1.00 4.00 16 1.00 29.00 
“Tt 1.00 5.00 23 1.00 30.00 
8 100 6.00 30 1.00 31.00 
15 1.00 7.00 "6 100 32.00 
22 1.00 8.00 14 1.00 33.00 
29 100 «9.00 20 1.00 34.00 
“6 100 10.00 27 1.00 35.00 
12 100 11.00 “6 100 36.00 
19 1.00 12.00 13. 100 37.00 
26 1.00 13.00 20 100 38.00 
°F 100 14.00 27 100 39,00 
10 1.00 15.00 “S100 40.00 
17 1.00 16.00 10 100 41.00 
24 1.00 17.00 17 1.00 42.00 
31 1.00 18.00 24 100 43.00 
‘J 1.00 19.00 “Y 1.00 44.00 
14 100 20.00 8 1.00 45.00 
21 1.00 21.00 15 1.00 46.00 
28 1.00 22.00 22 1.00 47.00 
"S$ 1.00 23.00 29 1.00 48.00 
12 1.00 24.00 "S 1.00 49.00 
19 1.00 25.00 12 1.00 50.00 











to the clubs formed by the banks and 
recommending their use, copies of 
which, enclosed in the _ tax-notice 
envelopes, were sent to all taxpayers. 

To date the clubs have met with 
marked response from the tax-paying 
public. No flaw has developed in their 
operation. They are proving beneficial 
to all concerned—the taxpayer, the 
city and the bank. 


Advantages to the Taxpayer 


The taxpayer can avail himself of 
the most convenient branch of the 
bank which operates the club he has 
joined to make his deposits. He con- 
trols the money all the time until it is 
finally paid to the city, but he is 
making provision to pay his taxes 
promptly, so saving himself from the 
severe interest and penalty charges 
which would inevitably prove to be his 
lot should he become delinquent. He 
is protecting his property and keeping 
his title clear, preventing the possi- 
bility of “tax title sales” and ‘‘redemp- 
tion expenses” which often amount to 
100 per cent of the total tax. Further- 
more, should he have to borrow money 


, City of Detroit , 





tions the plan was 
adopted. The 
banks agreed to 
start Taxpayers 
Savings 
and pay interest 
at the rate of 3 
per cent on the 
average balances 
accumulated. The 


vertising material 
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to pay his taxes, he would have to pay 
at least 6 per cent for it. He is not 
only saving this interest charge by 
preparing to meet the taxes, but he is 
also earning 3 per cent interest on the 
money he is accumulating for this 
purpose. Steady, regular payments 
make the taxpayer more conscious of 
civic matters throughout the year. 
When he exercises his privilege as a 
voter he will be more in favor of 
conservative measures and less inclined 
to throw his vote, unthinkingly, for 
measures which may prove costly to 
him through the upping of the tax rate. 


Advantages to the City 


The advantages to the city are 
many. The Taxpayers Savings Club 
assures the prompt payment of many 
tax bills which would otherwise be in 
arrears. This cuts down the amount 
which the city must borrow in anticipa- 
tion of tax receipts in order to carry 
on its civic services. Anything which 
will assist cities to curtail their borrow- 
ing in this direction is excellent busi- 
ness for the city and for the taxpayer. 


Advantages to the Bank 


The bank also derives many benefits 
from the Taxpayers Savings Club. 
The type of people who become mem- 
bers of the club are property owners. 
They are saving for a serious purpose 
in contra-distinction to the Christmas 
Club where, excellent though the pur- 
pose is, the saved funds are spent for 
purposes which cannot as a rule be 
classified as essential. If the Christ- 
mas Club member gets into difficulties 
and desires to draw out some of the 
funds he has accumulated, there are 
few real arguments which can be 
advanced to prevent him from doing 
so, but the Taxpayers Savings Club 
member has to accumulate the funds 
to meet his taxes, and the strongest 
possible arguments can be mustered 
to prevent him from disturbing the 
savings he has made in this direction. 

The membership of the Taxpayers 
Savings Club is derived from property 
owners. Such people are solid citizens 
and are excellent prospects for the use 
of substantial banking services. They 
are also logical prospects for trust 
company services, such as_ wills, 
escrows, mort- 
gages, etc. 
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TO THE TAXPAYERS OF DETROITI 


Clubs Be ggecr the co-operative efforts of Detroit’s 

banks, and Detroit’s City Officials, a TAX- 
PAYERS’ SAVINGS CLUB has been organized 
by the banks and will shortly begin to function. 


This plan is simple in operation and offers a popular 
method of helping its members save weekly for their 
tax responsibility so that in the future they may meet 
their payments promptly and conveniently. 

The TAXPAYERS’ SAVINGS CLUB provides a 
means of helping its members make certain that they 


city official. 


will be in a position to pay their taxes when due, 
thus avoiding costly and troublesome penalties, be- 
sides enabling them to do their duty as loyal, patri- 
otic citizens of this great City of Detroit. 

Complete details about The TAXPAYERS’ SAV- 
INGS CLUB will be mailed with your 1932 tax state- 
ment. Give it your consideration. In the meantime, 
why not discuss the plan with your banker or any 


CHAS. L. WILLIAMS, 


The club will 
be found to be 
directly profit- 
able to the bank, 
because most 
city taxes are pay- 
able in two in- 
stallments, and, 
when the first in- 
stallment is paid, 
half the accumu- 
lated, funds will 
remain in the 


Treasurer. 
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NY American who, for a well- 
earned holiday in 1933, decides 
on a grand circuit of the globe, 
should, when his ship docks at 
Bombay, make it his business 

to scrape acquaintance with a native 
Indian banker. 

He will find it extremely interesting. 

Naturally, tact has to be used, for 
your Indian banker spends a busy day 
between his office and the bazaar, and 
can not be summoned to lunch by any 
Tom, Dick or Harry. But lose no time 
in getting in touch with the Bombay 
branch of an American bank, present 
your card and explain your request — 
that you would like to entertain an 
Indian banker at lunch or dinner. The 
manager will not be greatly surprised, 
for he is used to requests far more 
fantastic than that. After introduc- 





tions all around, he can put you in 
touch with a fascinating figure. 

Probably your surprised and curious 
—but extremely courteous — guest will 
be a Shroff. The Shroffs of Bombay 
and Calcutta are a sort of guild of 
bankers of such standing that their 
endorsement on a domestic or inland 
bill of exchange makes it acceptable 
for discount at the big Imperial Bank 
of India. Or your visitor may be a 
Multani. That is another guild which 
specializes in “commercial paper,” 
both as brokers and as dealers for their 
own account. But a Shroff would 
probably be more interesting. These 
Shroffs, though enjoying naturally 
considerable prestige from the fact 
that their signatures are known and 
acceptable to the big Imperial Bank, 
are not necessarily the wealthiest of 
the native bankers. The 
richest of the native bankers 
appears to be SirSeth Sarup 
Chandji Hukam Chandji, 
a member of the banking 
caste of Jainas; he was the 
only individual to contrib- 
ute a crore of rupees— 
$3,650,000 —to the Indian 
War Fund. Judging from 
income tax returns, the 
richest bankers as a group 
seem to be the Chettis, 
who hail from the Madura 
district in the Madras 
Presidency. But on the 
whole it will be easier for 
you to find an English- 
speaking banker in the 
person of a Shroff in Bom- 
bay or Calcutta to explain 
to you the problems of 
Indian banking. 

I am not speaking of the 
joint-stock banks with 
Indian officers and rupee 
capitals which struggle to 
do business on Western 
lines in India. I am speak- 
ing of the native private 
banker who is conducting 
business on lines laid down 
by the banking castes of 
India hundreds of years ago. 


A typical Banian of Gujerat. 

He belongs to the Caste of 

moneylenders and dealers in 

grain and ghi, who rank after 
the Rajputs 
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‘The Native Bankers 


of India— 


Nobody knows how many native 
bankers there are in India. The 
census of 1921 showed 344,135, but 
this provokes a smile in the bazaars, for 
it simply means that everybody who 
has loaned a little money has told the 
census man that he was a “banker.” 
I haven’t seen the 1931 figures yet, but 
they will probably have been similarly 
inflated. Certainly there are not more 


By C. T. Hallinan 


than a few thousand who do nothing 
but banking, though every village 
throughout all India has its local 
moneylender. From that local village 
moneylender up to the wealthy Chetti 
banker of Madras with agents all 
over India and even in London, Paris, 
Yokohama and New York, there is 
every possible gradation. 

Some of these native bankers accept 
deposits. I have heard of their paying 
as much as 6 or 7 per cent interest on 
current accounts. But these are excep- 
tional cases. Ordinarily they work on 
their own capital (and that of their 
families) plus sums borrowed from one 
another or from the joint-stock banks. 
Nobody knows what their total 
capital amounts to. Occasionally one 
of them fails—though very rarely — 
and the facts brought to light show 
that the individual in question was 
doing, perhaps, a bigger business than 
that of the local branch of some big 
joint-stock bank. But these people are 
the bankers of the whole Indian penin- 
sula; the Indian and British joint-stock 
banks now monopolize the financing of 
foreign trade, but have made only 
negligible headway in the interior. 
There the indigenous banker reigns 
supreme. 


As for your guest, I venture to say 
that you have probably never in all 
your life dined opposite a money- 
making intelligence superior to his. 
His English may be hesitant at times, 
but make no mistake —the brains are 
there. 

To begin with, banking has been in 
his family for generations. If he is a 
Chetti—that is, a member of one of 
the banking castes—a small sum was 
put out at compound interest on the 
day of his birth and he begins, at an 
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extremely tender age, to watch it 
grow. It is a household saying that if 
a rupee —say 36 cents—is put out at 
12 per cent compound interest on the 
day a child is born, it will amount to 
one lakh of rupees —$36,000 —when 
the child reaches the age of 100! The 
beginning of the Indian banker’s 
acquisitive sense thus starts with the 
rupee. Those of you who have tried 
something like this with the dollar 
and the American child are out of 
luck, for you began a couple of genera- 
tions too late! But in India it seems 
to work. 


About the age of ten or eleven the 

boy goes into his father’s office or 
accompanies him to the bazaar. Bank- 
ing and the handling of bullion are 
almost synonymous terms in India, 
and the boy begins early to watch the 
fluctuations of bullion prices in the 
bazaar. He is no errand boy; he is 
there to learn, learn, learn. He is 
allowed to handle bullion, the black 
bars of silver and even the “gold 
chips.’? These “‘gold chips’ are small, 
highly polished ten-ounce bars of gold 
especially prepared in London for the 
Indian bazaars or bullion markets. 
Each “chip” bears on its polished 
Surface the name of the Indian bank 
or banker who imported it and the 
Stamp of the London bullion broker 
Who sold it. Put up in this form, it is 
Within the resources of the Indian gold- 
smith, though it costs in London about 
three cents an ounce more than the 
standard 400-ounce bar of commerce. 


A street ‘“‘Banker”’ 
(i. e. moneylender) 
of Udaipur. Every 
village in all India 
has its local money- 
lender 


But our youth is drilled in other 
things, too. Every bazaar has its 
clique of bankers, and these cliques 
have their own secret code words 
which can be shouted across the bazaar 
without betraying market positions. 
The boy learns to think in these codes. 
And all the time he 
is drilled in office 
routine—“‘looseleaf 
ledgers” are about 
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ments, but the problem of personal 
credit rating remains. For two reasons. 
One is that Hindu law and British red 
tape frequently place difficulties in the 
way of seizing property in satisfaction 
of a debt. The other is the almost 
universal passion for over-borrowing. 
Thus the native banker has to be a 
walking “Dun” or “Bradstreet” of his 
district, knowing with the utmost pre- 
cision the character, habits and re- 
sources of everybody who applies for a 
loan. The actual data, of course, he 
accumulates from childhood in actual 
experience but it is the unwritten 
family tradition which has taught him 
how to systematize and apply his 
knowledge. 


HIS native banking might be 
divided, roughly, into two broad 
classes. One is the financing of crops 
from the mofussil, or interior, to the 
chief commercial towns. The other is 
direct loans to individuals, especially 
the agricultural population. 
Conditions vary enormously in the 
different provinces, but we shan’t be 
far wrong if we say that the Chettis, 
members of a banking and trading 
caste in Madras, are the principal 
factors in this business of financing 
the movement of crops. They have 
agents all over India, and even abroad. 
They are really merchant princes, 
though they lead lives of abstemiour 
and Quaker-like simplicity. Their 
agents travel all over India with large 
sums of money, and defalcations are 
almost unknown. The heads borrow 


I have borrowed the following translation of a 
typical hundi from Dr. L. C. Jain’s study of 
**Indigenous Banking in India.’’—The Author. 





2,000 years old in 
India!—and in 
lightning calcula- 
tions. What will be 
the accumulated 
interest ona loan of 
175 rupees for eight 
months at 17 per 
cent per month, 
compounded 
monthly? Hecloses 
his eyes for half a 
minute and bang, 
comes the answer! 

But most impor- 
tant of all, he is 
drilled in the ever- 
lasting problem of 
native banking 
which is —first, last 
and all the time — 
the problem of 
personal credit. 
The ordinary loan 
in India is secured 
by crops, or goods 
in transit, or a piece h 
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of land, or by gold 
and silver orna- 


O the pleasant and prosperous town 

Bombay, the abode of merit therein to - 
Brother Manna Lal Karodi Mal, written from 
Bombay by Ran Prasad Uttam Chand whose 
greetings you may be pleased to read. Further 
a hundi for Rupees 500, words five hundred, 
which is twice of Rupees two hundred and 
fifty, is drawn upon you in favor of Mool Chand 
Kesari Mal on Chait Sudi 12. Sixty-one days 
after date you will please pay the amount 
thereof in current coin to the presenter after 
ascertaining his respectability, title and address. 


Hundi written on Chait Sudi 12, Samvat 


On the reverse side, we read: 


One-fourth of the amount is one hundred 
and twenty-five Rupees of which pay four 
times this or five hundred Rupees, full amount. 


(Follows, names and addresses of payees.) 


‘: 





Rs. 500 























to some extent from the banks, at 2 
per cent above bank rate, with a mini- 
mum of 7 per cent, but principally 
they seem to circulate money among 
their own numbers. Their resources 
would seem quite sufficient to permit 
them to finance India’s foreign trade 
as well as the domestic trade, but the 
former is largely in the hands of the 
“foreign exchange banks’ — principally 
British, with a sprinkling of American, 
French, Dutch and Portuguese banks. 


‘Tails business is largely based on a 

type of inland bill, known as the 
‘“*hundi.” I have heard it stated that 
the “hundi” is the oldest credit 
document in the world in existence 
today. Unless China can produce 
something older, that seems quite 
likely, for the “‘hundi’” has been traced 
back 2,500 years with, apparently, 
very little variation. 

The Aundi, like the bill of exchange, 
has a drawer, a drawee and a payee. 
But there the resemblance ends. The 
hundi looks like a pure accommodation 
bill, for it bears no evidence that it is 
based on the actual purchase or ship- 
ment of goods and is almost never 
accompanied by warehouse or railway 
receipt. But the Chettis, or Multani, 
or Mawari bankers have their own 
methods of finding out what is behind 
the Ahundi. Furthermore, their credit 
organization is so good that they have 
no rooted objection to accommodation 
bills, as such. The Cheftis, in fact, 
assume a collective liability for hundis 
drawn by one of their number. 

But the British banks rather jib at 
the hundi. It looks to them more like 
a check than a bill. However, the 
banks in Bombay —notably the head 
office of the Imperial Bank —will dis- 
count a Aundi if it bears the endorse- 
ment of one of the Bombay Schroffs. 
Each bank has a list of selected 
Schroffs, each of whom can endorse 
bills up to a fixed amount. However, 
even if the Schroff’s name is good, the 
bank will object if it detects several 





Bankers of Udaipur closing a business 
transaction—a study in concentration 


hundis in succession drawn by the same 
person. 

This illustrates the big gap between 
the Western banking in India and the 
indigenous banking. Everybody agrees 
that the gap should be bridged, so 
that funds which glut Bombay and 
Calcutta from July to October may 
flow back into the interior more 
rapidly, but ways and means of achiev- 
ing this are still under discussion. One 
suggestion is that the Aundi should be 
standardized throughout India, should 
be in both English and the vernacular, 
and should, of course, segregate the 
goods on which it is based. The 
Multani bankers seem to like the idea 
but the Chettis, for some reason not 
clear to me, rather hold aloof. 

But the Aundi, as it stands, is an 
interesting credit document. For one 
thing, it begins with a prayer for your 
good health, or some other form of 
courteous greeting. Instead of having 
the names of the drawer and the 
drawee in the bottom right and left- 
hand corners, it embodies them in the 
text. And to make 
sure there is no 
mistake as to the 
amount involved, 
it repeats the 
amount six times, 
first in figures and 
then in writing. 
Next it states that 
“the twice of this 
amount” is so-and- 
so. And on the 
back, the figure is 
again inserted in 
a little square, and 
below that, “the 


Sheikh Memon Street, 

showing the Bullion 

Exchange, (with car- 

riage outside) where 

India’s big bullion 

brokers foregather 
daily 
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fourth of the amount,” and then the 
total. Just to make sure. This is the 
ancient Indian equivalent of perforat- 
ing a check. 

The various guilds of bankers —not 
to be confused with the banking and 
trading castes—have remarkable ma- 
chinery for adjusting disputes arising 
from these hundis or the transactions 
underlying them. But theirs is a 
world, for all practical credit purposes, 
cut off from the Anglo-Indian com- 
mercial banking in the big towns. 
Bazaar rates fluctuate violently. India 
suffers definitely from the existence of 
two badly related money markets, 
neither of which can get on without 
the other. Her banking problem is 
not to abolish the indigenous banker, 
for his knowledge of local credits and 
markets is a national asset, but to 
bring him into a homogenous credit 
system which will encourage the free 
flow of funds from town to country 
and back again. 

The other broad field, that of direct 
loans, is more difficult to describe 
briefly, but you will get some notion 
of its vastness when I state that the 
best available estimates suggest that 
the native bankers and moneylenders 
have loaned to the agricultural popula- 
tion alone about 600 crores of rupees, 
or $2,160,000,000 on which the annual 
debt charge is calculated at 20 per 
cent, or $432,000,000. Their loans 
to cottage industries and to urban 
dwellers come to another 250 crores, 
bringing the total indebtedness due 
them up to $3,060,000,000, with an 
annual debt charge of $612,000,000. 

This is pretty bad, especially as the 
bulk of this debt is for unproductive 
purposes —contracted for marriage and 
other imperative caste ceremonies. It 
used to be the fashion to denounce the 
native banker as simply a usurious 
bloodsucker whose extortionate de- 
mands reduced the ryot, or peasant, 
to a bare subsistence level, but the 

(Continued on page 27) 
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N 1781 Congress created the first 

| real American bank at Philadelphia. 

That bank put into circulation the 
first American trade dollars. 

Let us picture in our mind’s-eye that 
three-story building of brick on muddy 
Chestnut Street. Glancing back, let 
us visualize that first bank in operation 
—see its square, barred windows and 
its heavy paneled oak door that 
admits us to an inner vestibule. The 
shuttered second door swings open and 
we find ourselves in a freshly-plastered, 
low-ceilinged room thirty-eight by 
forty-five feet. 

At the back in the right-hand corner, 
like an elevator shaft, is the square 
vault with single massive door. This 
safety room runs upward to the roof 
and serves the second and third floors. 
A four-foot counter runs the full length 
of the room and near the front, 
Separated by a rough board fence 
topped with turned balusters, sits the 
president, quill in hand, at his desk. 
We know it is President Thomas 
Willing, because a group of townsmen 
are coming into this little enclosure to 
speak to him and he wears the most 
beautiful white wig of all. 

These customers have knee trousers, 
long black coats and tricorn hats. One 


















































By 


Howard Wright Haines 


Cashier, First State Bank, Kansas City, 
Kansas 


of them seems to be the spokesman — 
the woodsman with the fur hat and the 
leather coat. Can’t you see him? 
Waving something — saying in his rough 
way: “We got a lot of French and 
Dutch, Spanish and English notes here. 
Kin we get any hard money fer it?” 

The president has risen to stand face 
to face with this man, as he replies, 
““My good fellow, we know there have 
been a great many kinds of paper 
money floating about during the war, 
but now our bank will give you gold 
and silver for your paper.” 

“Gold or silver!” Surprise on the 
part of the woodsman has changed to 
questioning doubt. “How much kin 
we git fer it?” 

“We'll give you one hundred cents 
on the dollar!” 

In gaping amazement the trapper 
has turned to his followers. The 
president has taken him by the arm 
and smilingly leads him back to the 
long counter. Now the woodsman has 
plunked his fistful of dirty paper down 




















and they are counting the coins into 
his calloused palm. The little group 
has crowded around him and his smile 
of renewed confidence has spread to the 
heart and soul of every man in that 
gathering. Those folks are going out 
through the streets of the city and on 
down to the clearings where the cabins 
stand to tell their families and their 
countrymen. They have found new 
hope, renewed faith in their bank and 
in their nation. 


BUT the picture of the first bank has 

faded from view. Our hands areona 
railing and we are looking down from 
a balcony into the modern bank. This 
is the banking room of today! Marble 
columns, flashing metal chandeliers, 
wonderful architecture! Our attention 
is caught by a party of men who are 
coming out of the office there below us. 
In their midst is a heavy man. He’s 
walking over our way. Why, he 
doesn’t wear a wig—he’s attired in 
modern business clothes—but look! 
He has the features of the banker we 
saw back there in Philadelphia. “Oh, 
Mr. President! President Willing? 
You-” 

Suddenly we have checked ourselves. 
Of course he wouldn’t know us. He 
. (Continued on page 20) 
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On the Calendar for Congress 


HEN Congress reconvenes in 

December banking legislation 

and other measures affecting 
the financial structure of the nation 
will await attention. Unless un- 
expected obstructions develop, laws 
of major significance should reach the 
statute books before the life of the 
Seventy-second Congress ends on 
March 4. 

The technical status of various 
measures affecting banking, the mone- 
tary system and finance which were 
considered at the last session but not 
finally disposed of and other related 
matters which are likely to be brought 
up, is as follows: 

1 —The Glass general banking bill is 
on the Senate calendar, having been 
reported from the committee on bank- 
ing and currency and discussed for 
several days on the floor of the Senate. 

2—The Steagall bill for the guaranty 
of bank deposits is awaiting action in 
the Senate committee on banking and 
currency, having been passed by the 
House. 

3—The Goldsborough bill which 
seeks to stabilize prices through the 
operations of the Federal Reserve 
System is on the Senate calendar, 
having been passed by the House and 
reported adversely by the Senate 
committee on banking and currency 
through the device of a substitute. 

4—Bills revising the law relating to 
the taxation by the states of national 
bank shares are ready for action, hav- 
ing been considered by the banking 
and currency committees of both 
houses. 

5—Something may be heard from 
the Federal Reserve Board’s study of 
proposals to merge the present dual 
systems of national and state banks 
into a unified system. 

6—An administration bill to re- 
organize the federal land bank system 
with a view to broadening its powers 
with relation to the refinancing of 
farm mortgages will be introduced in 
December as announced by President 
Hoover during the campaign. 

7 —The Patman bill for the payment 
of the soldiers’ bonus with fiat money 
was passed by the House and defeated 
in the Senate but may be revived and 
perhaps repassed by the lower branch 
of Congress early in the session. 

8—Bills to increase the market for 
silver such as the Pittman bill to 
require the Treasury to make monthly 
purchases of stated amounts of silver 
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with a consequent expansion of the 
currency through the issuance of silver 
certificates, will be pressed. 

9 —Amendments to perfect the home 
loan bank law which was enacted in 
the closing days of the last session will 
be offered and probably passed without 
a great deal of controversy. 

10 —Bills amending the Reconstruc- 
tion Finance Corporation act and the 
Glass-Steagall emergency act relating 
to eligible paper in the Federal Reserve 
System and gold reserves, also are 
likely to put in an appearance. 

11—The Senate banking and cur- 
rency committee in its odd moments 
will go forward with the investigation 
of speculation in the stock markets. 

12 —Proposals to amend the revenue 
act of the last session will be urged 
before the House ways and means 
committtee and the Senate finance 
committee, among the matters at issue 
being the substitution of a manufac- 
turers’ sales tax for various miscel- 
laneous taxes, including the tax on 
bank checks. 

It is evident that the banking and 
currency committees as well as other 
committees handling financing legisla- 
tion are in for a busy session. Last 
session they handled more important 
measures than ever before. This 
session the members of these com- 
mittees will be under even greater 
pressure as they will attempt to dispose 
of as many pending matters as possible 
in the three months remaining before 
the Seventy-second Congress ends and 
all legislation is swept from the 
calendars. 


‘THE situation appears highly favor- 
able for the enactment of the Glass 
general banking bill, although con- 
troversies relative to some of its 
provisions remain to be ironed out. 
Senator Carter Glass of Virginia, the 
Democratic author of the bill, is ready 
to accept a number of amendments 
which would eliminate features 
objected to by banking interests. 

The best method of facilitating 
passage of the bill remains to be deter- 
mined. To avoid lengthy discussions 
in the House committee on banking 
and currency, which has given no 
attention to the broad problems in- 
volved in the legislation, the simplest 
way would be to merge the Senate bill 
with the Steagall bank deposit bill 
already passed by the House. This 
does not mean that the Senate would 
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accept a guaranty of bank deposits. 
A technical merger might be accom- 
plished before the Glass bill is passed 
by the Senate by substituting the Glass 
bill for everything after the enacting 
clause of the 
Steagall bill. 
Or if this is not 
done the House 
is quite likely to 
repass the Stea- 
gall bill by sub- 
stituting it for 
everything after 
the enacting 
clause of the 
Glassbill. Under 
either method 
the effect would 
be to send the 
Glass and Stea- 
gall bills to a 
conference com- 
mittee of the 
Senate and House with a minimum 
of delay in the House. While the bank 
deposit guaranty feature of the House 
bill would be certain to be dropped 
out, the federal liquidating coporation 
of the Glass bill would be a step 
toward insuring prompt payment of 
depositors of closed banks. There are 
a few minor amendments to banking 
laws in the Steagall bill which might 
be incorporated in the final law, thus 
satisfying the House members sponsor- 
ing the measure. 

As the Glass bill now stands, rep- 
resenting two years of study by the 
banking and currency committee of 
the Senate, it is designed to provide for 
greater control over speculative credit 
and a larger measure of safety to 
depositors. It provides supervision o! 
group banking and extends branch 
banking. 

The sharpest conflict remaining to 
be disposed of with respect to the 
provisions for control of speculative 
credit has to do with the separation ol 
security affiliates from banks. The 
Democratic platform called for com- 
plete severance of these affiliates after 
a period of years as provided in the 
Glass bill, while the Republican plat- 
form proposed merely supervision. At 
the end of the last session it was under- 
stood that Senator Glass would consent 
to a modification providing for supel- 
vision rather than separation. If he 
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will make this concession it will greatly 


expedite consideration of the bill and 
remove what might otherwise furnis! 
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a reason for determined opposition by 
some bankers. 

The branch bank controversy was 
before the Senate when consideration 
of the Glass bill was dropped last 
spring. The issue has to do with 
acceptance of the provisions of the bill 
under which national banks of $500,- 
000 or more may establish branches 
anywhere within the state regardless 
of state laws and may cross state lines 
to a point not more than fifty miles 
from the seat of the parent bank upon 
approval of the Federal Reserve Board. 
The present law per- 
mits branches within 


Also in the Steagall bill are provi- 
sions increasing the minimum capital 
of national banks. This forms another 
point of contact with the Glass bill 
which revises this feature of the present 
law. 

There seems little reason to believe 
that the Goldsborough price stabiliza- 
tion bill, referred to by President 
Hoover during the campaign as the 
rubber dollar bill, will make any head- 
way this winter. The bill, while 
virtually sidetracked in the Senate, 
remains in a technical position which 
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the system. The operation demon- 
strated that in times of depression it is 
impossible to force industry to use new 
credit merely by placing it in the hands 
of the banks. 

In view of the fact that a billion 
dollars worth of new credit had no 
perceptible effect upon prices, it was 
apparent that additional billions might 
be poured out without forcing prices 
up to the pre-depression level. 

Another setback to the movement 
for the enactment of the Goldsborough 
bill was the failure of either party to 

advocate it during the 





city limits by national 
banks in such states as 
allow state banks to 
maintain branches. 

It seems fairly certain 
that the bill in its final 
form will permit some 
extension of the branch 
bank privilege. Of the 
pending amendments by 
opponents of branch 
banking, one would 
eliminate the present 
provision in its entirety 
while another would per- 
mit state-wide branch 








the man who does not. 


° W hitting” 


BEGIN WHITTLING! 


was once an art. Years ago men sat 
around the stove in the country store and 
settled affairs of State and Nation— 
whittling. Whittling now is a lost art, 
but it can be revived. You have a note 
at this bank—whittle it away. Every time it matures, pay something on it! 
The Bank has more confidence in the man who whittles away his note than 
We have confidence in your ability to pay, but 
this thought of whittling appeals to us so strongly that we pass it along to 
you for whatever it may be worth. 


campaign. The Repub- 
licans assailed the bill 
as a part of the program 
of the House Democrats 
while the Democratic 
platform and the Dem- 
ocratic candidates were 
silent about it. Senator 
Glass as a member of the 
resolutions committee of 
the Democratic conven- 
tion was influential in 
keeping out of the plat- 
form any endorsement 
of the Goldsborough 
bill. He also had a hand 








banking only in states 
which allow branches 
by state banks. 

Under the liquidating corporation 
provision, a fund would be set up with 
$125,000,000 from the government 
treasury and amounts drawn from the 
surplus of Federal Reserve banks and 
assessments upon member banks 
which, with debentures issued up to 
twice the aggregate of the other 
amounts, would give total resources of 
about $800,000,000. 

The liquidating corporation provi- 
sion of the Glass bill is a substitute for 
a different method of speeding up the 
payment of depositors of closed banks 
which was recommended by President 
Hoover and the comptroller of the 
currency last winter. This was one of 
the recommendations in the President’s 
economic rehabilitation program which 
was not enacted into law. Under both 
the Glass bill provision and the original 
administration plan, the depositors 
would receive only a proportionate 
share of the assets of the banks. 


and all of us. 


"THE Steagall bill for the guaranty 

of bank deposits provides a fund of 
upwards of a billion dollars. Of this 
amount $150,000,000 would be drawn 
from the Treasury. The government’s 
borrowing power would be used to the 
extent of $500,000,000 through the 


| Reconstruction Finance Corporation. 


The sum of $150,000,000 is to be taken 
from the surplus of the Federal Reserve 
banks and a maximum annual assess- 
ment of $100,000,000 upon member 
banks of the system is authorized. 


*‘Begin Whittling’’ might well be accepted as a 


In 


e above form, it is delivere 


would make it easy to revive if its 
friends gained sufficient strength for 
its passage. 

While the American Farm Bureau 
Federation and other agricultural 
groups continue to advocate this 
measure, the movement for its enact- 
ment received a severe setback as a 
result of the open market operations 
conducted by the Federal Reserve 
System last spring. The Federal 
Reserve banks commenced the pur- 
chase of government securities while 
consideration was being given in 
Congress to the Goldsborough bill 
under which a mandate would be given 
to the Federal Reserve System to use 
its powers to stabilize prices at the 
level prevailing between 1921 and 
1929. While the purpose of the open 
market operations was to expand 
credit with a view to stimulating 
industrial activity and not directly 
with a view to increasing prices, it was 
precisely the method contemplated 
under the Goldsborough bill. The 
Federal Reserve banks purchased more 
than $1,000,000,000 in government 
securities during a period of a few 
months, the most extensive operation 
of the kind ever undertaken by the 
system. The member banks first used 
the new credit to pay off their indebted- 
ness at the Reserve banks and then 
accumulated excess reserves. In Octo- 
ber the excess reserves on deposit with 
the Reserve banks totaled $400,000,- 
000, the largest total in the history of 


st-election message to Congress— 
on a card, type and illustration in 
blue, with the note notices of all borrowers by an eastern bank 


in sidetracking the bill 
in the Senate. 

One development dur- 
ing the campaign which 
may have some significance with 
respect to the renewal of the agita- 
tion for currency inflation by legisla- 
tion of this or other types, was the 
course pursued by Senator William 
E. Borah of Idaho. In several speeches 
Senator Borah urged an expansion of 
the currency as the best assurance of 
a return to a higher price level. 


WHat happened when the Golds- 
borough bill was sent to the Senate 
from the House last spring was that 
Senator Glass and others obtained 
action by the banking and currency 
committee reporting it with a sub- 
stitute providing for an expansion of 
currency through the issuance of 
national bank ‘notes. This substitute 
was what was known as the Borah- 
Glass provision under which it was 
made possible by giving additional 
government bonds the circulation 
privilege to increase the currency by 
about $1,000,000,000. This Borah- 
Glass amendment was later lifted from 
the Goldsborough bill and added to 
the home loan bank bill as a part of 
which it became law. As its critics 
predicted, such new national bank 
notes as have been issued have merely 
displaced Federal Reserve notes. 
Technically the Goldsborough bill 
remains on the Senate calendar with a 
committee report recommending the 
substitution of the Borah-Glass amend- 
ment. If the Senate should choose to 
take it up, the formal rejection of the 
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committee substitute would place the 
original House bill before the Senate. 

The question of the taxation of 
national bank shares by the states has 
been a source of much dispute and 
litigation. Previous enactments on 
the subject have failed to straighten 
out the situation and an effort will be 
made to dispose of the pending bills 
this winter. 

Whether the Federal Reserve Board 
is ready with recommendations for a 
unification of banking systems this 
winter is doubtful. An _ extensive 
study of the subject is 
being made. It is prob- 
able that recommenda- 
tions for legislation will 
be ready by the time 
the new Congress meets 
next year. Members of 
the Federal Reserve 
Board regard it as highly 
desirable that something 
should be done to bring 
the non-member state 
banks within the juris- 
diction of the Federal 
Reserve System. There 
are constitutional diffi- 
culties which make the 
framing of legislation a 
difficult problem. 


"THE farm mortgage 
situation is likely to 
figure prominently in 
legislative discussions 
this winter. President 
Hoover in the campaign 
announced his intention to submit a 
bill to Congress for a reorganization of 
the federal land banks to permit them 
to deal with the refinancing of farm 
mortgages. Governor Roosevelt also 
pledged himself to offer a program for 
the refinancing of farm mortgages. 
The question of interest rates is a 
stumbling block. The Senate com- 
mittee on agriculture in the last ses- 
sion reported favorably the Frazier 
bill for a refinancing of farm mort- 
gages at an interest rate of 1% per 
cent. Its terms were so radical that 
when it came up in the Senate it was 
promptly sent back to committee. 
Despite the opposition of President 
Hoover and the declaration of Gover- 
nor Roosevelt that no immediate 
action should be taken, the Patman 
bill for the cash payment of the 
soldiers’ bonus is likely to bob up in 
Congress this winter with greater 
strength than ever.. The force of the 
movement was shown when the Ameri- 
can Legion endorsed the proposal. 
The Patman bill at present has no 
status in Congress. It was passed by 
the House and defeated in the Senate. 
To get the bill before the House last 
spring it was necessary to discharge the 
ways and means committee from its 
consideration. .The same procedure 


> Keyston 
Paul Scott, Glendale, Calif., and part of his collection of 200 toy banks dating from 
colonial days 


could be followed and quite likely 
enough votes may be forthcoming to 
pass it again in the House. It would 
be certain to be vetoed if passed by the 
Senate. 

The attacks by President Hoover 
upon the fiat money provision of the 
Patman bill during the campaign may 
lead to a revision of the financing 
method. Under the Patman bill as 
passed by the House, the $2,300,000,- 
000 of bonus certificates outstanding 
would be paid in Treasury notes to be 
printed for the purpose. The Treasury 





notes would be full legal tender. 
According to the sponsors of the 
legislation, the currency would not be 
fiat money because of the mandate in 
the gold standard act of 1900 to the 
Secretary of the Treasury to maintain 
all currency at a parity with the gold 
dollar. Opponents insist that it would 
be fiat money because no provision is 
made for increased gold reserves and 
because virtually the only available 
gold to insure redemption would be 
$156,000,000 held eae for the 
greenbacks. 


HE Patman bill also includes a 

provision which is intended to facil- 
itate a contraction of the currency if 
in the judgment of the Federal Reserve 
Board the Treasury notes have been 
issued in too large a volume. An 
equal amount of bonds would be issued 
and deposited with the board. If 
desirable to cancel a part of the out- 
standing Treasury notes, bonds to that 
amount would be marketed and the 
receipts used to retire the notes. 

Under present conditions it is 
obvious that the bonus could not be 
paid from the Treasury without bor- 
rowing the money. The administra- 
tion has opposed the floating of that 
large an issue of securities for fear of 
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depressing the market for all govern- 
ment bonds. 

The silver situation again will figure 
in the debates this winter. The ad- 
ministration opposes pending legisla- 
tion such as the Pittman bill for the 
purchase of a stated amount of silver 
bullion monthly by the Treasury and 
the Wheeler bill for the free coinage of 
silver at a ratio of 16 to 1. Attention 
of the silver enthusiasts may be 
diverted to developments at the 
approaching international economic 
conference. Proposals for a world 
stabilization of silver 
prices are to be advanced 
at this conference. 
Assurance was given by 
President Hoover dur- 
ing the campaign that a 
representative of domes- 
tic silver interests would 
be included in the dele- 
gation to be sent by 
the United States. 

Undoubtedly there 
will be a number of minor 
amendments to some of 
the laws passed last 
session such as the 
Reconstruction Finance 
Corporation act, the 
home loan bank act and 
possibly also the Glass- 
Steagall act. President 
Hoover is anxious that 
the funds now at the 
disposal of the Recon- 
struction Finance Cor- 
poration shall be suffici- 
ent to meet existing needs. At his 
direction the directors of the corpora- 
tion have sought to make it unneces- 
sary to go to Congress this winter for 
an increase in the funds available. The 
total already authorized, including 
$500,000,000 of capital stock and 
possible debentures which may be 
sold to the Treasury or to the public, 
is $3,800,000,000. 

Despite the attitude of the adminis- 
tration there are likely to be efforts 
to broaden the powers of the corpora- 
tion and increase its already huge 
resources. 

In the last session the Senate bank- 
ing and currency committee held a 
number of hearings in its investigation 
of stock market speculation. Investi- 
gators have been at work during the 
recess and more hearings are in 
prospect this winter. One of the lines 
of inquiry pursued recently has been 
in connection with the collapse of the 
Insull public utility system. 

With banking and other legislation 
ready for action and with the annual 
appropriation bills certain to receive 
the right of way over all other meas- 
ures, it continues to be doubtful that 
Congress will be able to enact any 
substantial amendments to the revenue 
law. There is certain to be much 


(Continued on page 32) 
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rogress of Banking by Air 


HE consistent growth 

of air transportation in 

the United States has 
commanded the attention of 
the entire country, particu- 
larly during the past few 
years when business expansion 
was scarcely the rule. The 
present network of airways 
is a far-flung system blanket- 
ing the nation and placing 
the United States in the pre- 
dominant position in world 
commercial aviation. Air 
transportation in this country 
had its beginning in 1918, 
when the postoffice depart- 
ment commenced the estab- 
lishment and operation of air 
mail routes. In 1926 and 1927, 
the pioneering work had been 
completed and the mail routes 
were turned over to private 
companies, who began trans- 
porting passengers and express 
as well as mail. The annual 
reports of these air lines, and 
the others subsequently enter- 
ing the field, have shown sub- 
stantial gains in air mail and 
air express volumes, and in 
passenger traffic. 

Financial institutions are 
rated among the largest users 
of air transportation, and they have 
manifested a most active interest in 
the development of airways through- 
out the country, for which the answer 
is relatively simple. Speed is the 
primary attribute of air transportation, 
and this speed may be effectively 
geared to the banking business. 

The writer was associated with a 
financial house after the World War, 
and because of a personal enthusiasm 
for aviation coupled with a realization 
of the appeal airplanes held for the 
general public, was instrumental in 
making use of an airplane in the busi- 
hess of the bank. The plane was em- 
ployed for the delivery of securities to 
adjacent cities, but this was admittedly 
conceived and carried out for a promo- 
tional rather than a utilitarian purpose. 

This episode was characteristic of 
the attitude of the general public 
toward post-war aviation. An _air- 
Plane was a novelty and a flight was an 
adventure. In fact, flying was still the 


cBy W. A. Patterson 





Banks are among the largest users of air transportation—by air mail 
and express shipments 


epitome of romance when the air 
transport companies entered the field 
of commercial aviation five and six 
years ago, as a consequence of which 
the use of air mail was put on the basis 
of sentimental appeal. 

Banks were among the first to 
discover that, from a business stand- 
point, the use of air mail service was 
justified. Transit departments of 
banks conducted exhaustive tests of 
the air mail schedules, making daily 
checks of mailings routed both by air 
and by surface. These tests con- 
clusively showed the effectiveness of 
the airplane’s speed, and _ financial 
institutions adapted air mail service 
to their needs solely on the basis of its 
utility. 

It is estimated that during 1931, the 


W. A Patterson, the author of this article, is assistant 
to the president of United Air Lines operating passenger 
and express airways with planes which have flown an 
ae of 50,000,000 miles and now 7 14,000,000 
miles annually, approximately half of which is at night. 
—The Editor. 


total capital arriving in New 
York City by air aggregated 
$7,000,000,000, an eloquent 
piece of evidence that banks 
are cognizant of the benefits 
of air transportation. It is 
known that the total of checks, 
drafts and _ interest-bearing 
securities routed from various 
parts of the country to Wall 
Street by air mail and by air 
express, the latter a rapidly 
growing phase of air trans- 
portation of more recent origin 
than air mail, amounts to 
millions daily. 

The attitude of financial 
houses toward air transporta- 
tion is, I believe, summed up: 
succinctly and effectively by 
an executive of a far western 
bank in a letter which recently 
came across my desk, in which 
he stated: “Time means 
money, and the banks’ very 
structure is built around in- 
terest. The Pacific Coast 
banks, which are some 2,000 
miles from the Great Lakes. 
and 3,000 miles from the 
Atlantic seaboard cities, have 
welcomed air mail and air 
express as of undeniable 
financial benefit.”’ It is natural 
that banks have been quick to find out 
that the rapidity of air travel, whether 
it concerns air mail, air express or air 
passenger service, may be translated 
into actual profit, with the exception, 
of course, of those instances where only 
short distances are involved. 


‘THE following resume of air transport 

operations during 1930 and 1931 is 
indicative of the progress which avia- 
tion is steadily achieving: 


Scheduled Air Transport Service 


1931 1930 
Miles Flown...... 42,755,417 31,755,417 
Passengers....... 469,981 374,935 
Air Mail, Pounds. 9,097,411 7,985,010 


Passenger Miles*. 106,442,375 84,015,572 
*A passenger mile is the equivalent of one passenger 
flown one mile. 

Express statistics are unavailable in 
complete form for this period. Reliable 
estimates place the volume of air 
express carried during 1931 at approxi- 
mately 1,000,000 pounds, as against 


(Continued on page 29) 
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FROM A BUSY DESK 





By Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


BOUT the easiest way to make 
certain profits on capital is pro- 


vided by the new circulation 
privilege. If a man has, say, $100,000 
at his command he can make 7 per 
cent with absolute 


chant receives an unstamped check he 
usually finds it better to supply the 
stamp to get his bill paid, than to 
spend another postage stamp in writ- 
ing and returning the check for tax. 

It was particularly bad 





security by the follow- 
ing plan. He must find 
a small national bank 
with, say, $25,000 in 
capital and secure con- 
trol. He then raises the 
capital by $100,000 and 
uses the additional 
money to buy 3 % bonds 
with the circulation 
privilege. He deposits 
these with the Treasury 
and issues a like amount 
of currency, and then 
uses the funds provided 
by the currency to buy 
further bonds of the 
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for the merchant where 
a graduated scale called 
for more stamps in pro- 
portion to the amount 
of the check, for the 
public was slow to learn 
the requirements. The 
intention of the law is 
that the drawer of the 
check should pay the 
tax, and our present 
plan certainly accom- 
plishes this. 


* * * 


Philip Withermore 
says these times are so 








same yield. Allowing 

for the tax and the 5 per cent gold 
deposit, he will make close to 7 per 
cent on the whole investment. The 
privilege is limited to three years, and 
if Congress does not extend it, at the 
end of that period the capital of the 
bank can be reduced again and the 
capital withdrawn. 


* ok * 


The only flaw in the above scheme 
we can see at the moment is the matter 
of getting the notes into circulation. 
If the national bank note issue is 
greatly increased, as seems now prob- 
able, there may be a tendency for 
banks to pay out their own notes, and 
to send all others to the Federal Re- 
serve, whence they may go to Wash- 
ington and be charged back to the 
5 per cent fund. So far only worn or 
mutilated money has been redeemed 
in this way, but if there should be a 
scramble for issue, it may be more 
difficult to keep money in circulation. 
However, if the currency can be 
induced to stay afloat there seems no 
reason why the suggested plan may 
not be practicable. 


* * * 


The check tax is still a live subject 
for discussion, though the first few 
months of its collection have probably 
ironed out a lot of the difficulties. 
There is less call for a stamp tax as we 
are coming to realize that this is very 
hard on merchants. Canadian expe- 
rience goes to show that when a mer- 


strenuous that they 
bring out the best that there is ina 
person. He says that he feels years 
younger — financially. 


* * * 


The system of posting a two cent 
charge in a special column every time 
a check is paid and not waiting for 
the end of the month, has solved our 
difficulties of collection by clearing 
the decks every day, and always show- 
ing the net balance of the account. 


* * * 


The world’s meanest man has been 
discovered. He is a New York cloth- 
ing manufacturer who deducts two 
cents from each employee’s slender 
pay check for the tax. 


* * * 


The month’s best trust ad comes 
from “Estate Protection,” published 
by Wingert Press, Cedar Rapids, 
Iowa. Part of the text: “George 
Washington refused to act as executor 
for his brother, saying that the work 
of settling the estate, added to his 
own affairs, would deprive him of all 
enjoyment. Yet Washington’s task 
in closing his brother’s estate would 
have been simple and easy compared 
with a similar job today, etc.” 


* * * 


In fixing trust fees it is much better 
to provide for a fee of 14 of 1 per cent 
on the principal than for 5 per cent 
of income. During the past several 


years income has decreased, and trusts 
that were figured on the latter basis 
carry much smaller fees, though in- 
volving just as much work on the part 
of the bank. Further, when explaining 
trusts to prospective trust customers 
it is hard to prevent them from mis- 
understanding the 5 per cent of income 
and thinking it to be 5 per cent of 
principal. One-third of one per cent 
on principal cannot be misunderstood. 


* * * 


In small trust departments it is 
important to maintain a neat and tidy 
office. The customer often judges by 
small indications and a precise and 
particular person may be badly im- 
pressed by untidy desks and baskets 
of unfiled papers. We all know how 
difficult it is to prevent these from 
accumulating in the actual course of 
everyday work, but it pays to keep 
the madhouse out of sight in the back- 
ground and for the customer to see 
only clear desks occupied by unhurried 
trust executives. 


* * * 


Hoarding is dying down and bankers 
are breathing more easily as cash 
begins to return. Where people still 
show an inclination to hoard, it is a 
pretty good idea to pay them in small 
bills. We are under no obligation to 
furnish $500, $100 or $50 bills. <A big 
bundle of fives and tens functions as 
a considerable deterrent to hoarding. 


* * * 


Philip Withermore, vice-president of 
the Futurity National, owns some 
houses that he rents. He said that 
last month he accepted several volun- 
tary reductions in rent, and explained 
that they were voluntary on the part 
of the tenant, not the landlord. 


* * * 


We sometimes receive letters from 
distant places in comment on things 
that appear in this column. Ralph A. 
Hadrill, of the Sciclunas Bank, Malta, 
writes that an item about the French 
use of trade acceptances was in error. 
He says that in Latin countries, in- 
cluding France, Switzerland, Italy 
and Spain, the accepted trade accept- 
ance is an unqualified promise to pay 
and may be so enforced. This was 
our original view and so stated here, 
but the item referred to, from a French 
bank employee, stated that acceptances 
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usts 

rr That “two heads are better than one” is just as true in the man- 
v0 agement of a bond account as in any other business. And, judg- 
ate ing by the experience of Moody’s clients in 1932, the cost of re- 
a taining investment counsel to supplement your own efforts is 
ony actually less costly than “going it alone.” 

No matter how expert you may be, things happen too fast in 
in the bond market these days for any one man to keep up with 
s by them . . . . Can any one man follow all the important develop- 
= ments affecting rails, utilities, governments, industrials and for- 
os eign bonds? He simply hasn't the time to keep abreast of every 
er development in all these fields and to anticipate their influence 
—_ on his own bank's investments. 

a To maintain such an immense all-embracing study is only pos- 
sible for a large staff such as Moody's with Moody's three dec- 
nal ades of experience and world-wide facilities. Hundreds of banks 
cash have proved it sound, conservative, profitable business to rely 
* r on Moody's Bank Supervisory Service . . . found they were 
repaid many times over for the small cost involved. 
ap Moody's Bank Supervisory Service helped these banks to 
_ avoid needless losses. It kept them in intimate touch with details 
— which they as bankers couldn't find time to study in detail. It is 





some helping them today to speed re- 


that PF 
olun- covery by taking advantage of Q) DY S 
ained 

part every opportunity in the bond 


market. It can help you in the INVE STORS S E RVICE 


from ee ne JOHN MOODY, President 

ph Every bank officer and bank di- 65 BROADWAY NEW YORK CITY 
rench rector should study our booklet, “Management of the Bank's 

_- Bond Account.” It discusses the fundamentals of a sound invest- 

bes ment policy for your bank. Copies for yourself and your direc- 

; a tors will be sent without obligation. Address Moody’s Investors 

Se Service, 65 Broadway, New York City. 

tances 
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were not so regarded. Generally 
speaking, acceptance of a draft any- 
where in the world is regarded as a 
sacred obligation, not to be permitted 
to run overdue a single day on pain of 
serious loss of credit standing. Here 
in the United States the newness of 
the acceptance sometimes leads to its 
abuse, such as being given for past due 
debts, rent, and so forth, and many of 
our business men are far less careful 
to meet maturities than would be the 
case in other countries. 


+ * * 


It is clear from the above figures 
that the British banks manage to 
operate on a much finer margin both 
of capital and of cash, than ours. Yet 
they have had no bank failures there 
for so long that the public has com- 
pletely forgotten what they are like. 


* - >” 


Let us form a new political body to 
be called the ““Tax Rebels,” pledged 
to vote against each and every present 
occupant or incumbent of public office 
until taxes come down by at least a 
third from the 1931 level. We know 
that the reason taxes have been upped 
is the pressure of organized minorities, 
whose pressure on legislators is always 
expressed in the threat of loss of votes 
if the pet project is not adopted. It 
is time that we, the downtrodden tax- 
payers, did the same. 


* * * 


The big English banks do not owe 
their stability to a strong cash position 
but to their great diversification. They 
publish their figures monthly in the 


is the spirit, the personification of the 
American banker who walks today in 
20,000 banks and trust companies in 
every great city and almost every 
corner of our land. Twenty thousand 
—with branches in a multitude of 
foreign cities —sustaining and support- 
ing a major portion of the world’s 
commerce! It is almost unbelievable 
that only 150 years have elapsed since 
we saw that first bank on Chestnut 
Street. Incredible as it may seem, the 
evolution, the unfolding, the startling 
success of the American banking 
system has never been equaled in the 
history of the world! 

And neither has the development of 
our nation’s natural resources ever 
been equaled. On rough cobblestones 
in Boston, 1807, twelve men are laying 
the nation’s first railway. That rail 
they are fitting into place is hewn from 
wood. Like magic as we watch, it has 
turned to steel and is stretching out 
across our states. Until today there 


form of weekly averages. The last 
we received was for August, 1931, and 
gives the position for the ten members 
of the London Clearing House, the 
figures including their thousands of 
branches throughout the country. The 
following figures are significant: (in 
millions of pounds); 


TEN LONDON BANKS 
Liabilities 


Millions of £ 
125 


1,975 
Assets 
Millions of £ 
Cash and Exchange................ 232 
OS Se ere 118 
Loans and Discounts.............. 1,192 
3 rock aie eg 364 
NI os o'ece od eo'mu ee en 45 
ea 24 
1,975 
Percentages 
Bank Premises and Affiliates to Capi- 
tal and Reserves.................55% 


Capital and Reserves to Deposits.... 7% 
Cash and Call Loans to Deposits... .19% 
Loans and Discounts to Deposits... .64% 
Investments to Deposits............ 20% 


* * * 


Emotions have their place in the 
bankers’ dealings with his customers. 
We all know that the angry man or 
woman is usually wrong, or is trying 
to put something over on us, and 
courteous as we should always be, it 
should put us on our guard. Another 
emotional phase of banking relations 
is fear or worry. As long as your weak 
debtor is facing his facts and fighting 
hard, you do not need to worry about 


Perspective 


(Continued from page 13) 


are 249,000 miles of rails and 662,000 
miles of hard surfaced highways, 
constituting the greatest transporta- 
tion system. With the aid and guidance 
of the banker, this system made possible 
the growth ofoureconomic organization. 

And what an expansion! Back in 
1802 the first planing mill; iron in ’37 
and rubber in °39; Bessemer steel in 
1855. Then paper from wood and 
wood from paper, electricity, the tele- 
phone, the cotton-gin; weaving; auto- 
matic machines; the auto in 1895; 
craft lighter than air and finally the 
radio. Today more than six million 
farms are in operation and continued 
progress is evidenced by the existence 
of 550,000 schools, colleges and 
churches. With each and all of these 
swift developments —falling like gifts 
from a basket—the banker has been 
inseparably intermingled. 

Men and women from all walks of 
life—socially, politically and spiritu- 
ally —back through our brief span of 
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a bad debt. But watch for the 
borrower who shows signs of giving up, 
who comes to the conclusion that he 
will go to bed and sleep and “‘let the 
other fellow do the walking up and 
down at night.” Close him out. 


* * * 


Recently one Frank J. Cavanaugh 
was discharged as receiver for the 
First Bank of Rawhide, Rawhide, 
Nevada, a bank that was closed in 
1908. Of total assets listed as $78,497 
only $1,646 in cash was ever realized. 
This was deposited in the First 
National Bank of Goldfield, which 
bank also failed and only $240 of the 
$1,646 was recovered. Rawhide 
burned up and the bank building was 
lost. The receiver was put to the 
expense of $1,200 of his own money to 
keep his bond in force through all the 
years of receivership and when the 
final discharge was made had only 
$7.15 left. He never received a cent 
for his services, and the Court dis- 
charged him at length with thanks. 


* * * 


A long circular from a Canadian 
bank is before us, in which the status 
of bonds payable in gold is discussed. 
Canada is stated to be “officially on 
the gold standard,” and Dominion 
notes “‘officially exchangeable” for 
gold. Only it seems that you cannot 
get the actual metal, and you are 
appealed to not to try to get it, be- 
cause that might raise all sorts of 
awkward questions. It is lucky for the 
American investor that they do not 
suspend payments altogether while 
“officially” maintaining them. 


national existence, have gone to their 
banker for courage, faith, vision. And 
like the woodsman on old Chestnut 
Street in Philadelphia, they have 
received, time and again, one hundred 
cents on the dollar in value, safety and 
progressive thought. So the obligation 
of the banker has grown. Gradually 
local affairs have spread to national 
and international magnitude and im- 
portance. There has been no time for 
smug complacency and there is none 
now, proud as we rightfully are of our 
past history. 

May the voice of President Thomas 
Willing re-echo those convincing words 
on through the years: “One Hundred 
Cents on the Dollar.” May his spirit 
of dauntless faith be reflected in the 
continued growth of our nation. May 
we recall this banker’s philosophy that 
hard times are the periods of sane 
living and real thinking—the hard 
challenge that in time develops the 
streaks of paying ore. 
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A MERE touch of the “‘return’”’ key 
causes the motor to return the 
carriage to the starting position; or 
to an intermediate point. Spacing 
to the next writing line is automatic. 


A light depression of the “shift” 
key (normally used to shift the 
platen manually) causes the motor 
to shift the platen instantly and 
firmly to the upper position. 





[ atroducing 


ELECTRIC CARRIAGE RETURN 
and KLECTRIC PLATEN SHIFT 
on the Burroughs Standard Typewriter 


An electric motor returns the carriage and shifts the platen, thus pro- 
viding an ease of operation that greatly lessens fatigue and increases 


production. The carriage is entirely controlled from the keyboard. 


The motor and its mechanism are completely enclosed in the type- 
writer case without change in the size, attractive appearance or 
scientific désign of the Burroughs Standard Typewriter. 


This new product is distinctly Burroughs in quality, material and 
workmanship. It is backed by the same efficient organization of 
service men—trained, paid and directed by the Burroughs Company— 
that has maintained more than a million and a half Burroughs 


machines in continuous, profitable operation. 


Information can be obtained from Burroughs offices or by writing to— 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
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anadian Notes and Comment 


N example of “On the Spot” 
A advertising with interesting copy 
and clever editorial tie-up 
appeared recently in Canadian papers 
for the Canadian Bank of Commerce. 
A nationally known Canadian writer 
had just completed a trip around the 
world and the description and impres- 
sions of his wanderings in far-off lands 
appeared as syndicated articles in 
many Canadian newspapers and maga- 
zines with national circulation. Taking 
advantage of the tremendous reader 
interest created by the articles, the 
Canadian Bank of Commerce followed 
up in the papers carrying the stories 
with a reproduction of the letter of 
credit used by the writer and which had 
been issued by the bank. ‘“‘Round the 
World On a Letter of Credit” is the 
arresting title of the advertisement 
and the four-column illustration of the 
document shows’ graphically the 
numerous payments made by the 
bank’s paying agents and branches in 
the couple of dozen foreign countries 
visited by the writer. The copy 
accompanying the illustration is short 
but convincing. It stresses the safety 
and negotiability of the bank’s letters 
of credit and refers to the author’s own 
comment that “‘he had not the slightest 
difficulty or delay in getting the cash.” 
The advertisement is probably the 
most effective letter of credit publicity 
to appear in Canadian newspapers for 
some time. 


* * * 


“It is surprising how easily some 
business houses are taken in by 
worthless checks,”’ a Vancouver, B. C., 
magistrate said recently in commenting 
on a check presented for his inspection. 
The check in question contained 
numerous irregularities and had been 
written on a counter form obtainable 
at any bank. The Vancouver magis- 
trate’s remarks would apply in many 
Canadian cities and as long as business 
men do not take the same precautions 
as the banks to satisfy themselves that 
all is in order, the worthless check 
menace will remain with us. 


* * * 


A few weeks ago an armored car 
filled with detectives hurtled up 
Winnipeg’s main thoroughfare and the 
piercing wail of the police siren 
penetrated newspaper offices. It 
sounded like a murder or a_ bank 
robbery and the reporters got busy on 
their telephones. At last the man of 


By G. A. G. 


the police beat got his call through 
and one of the news editors took up 
the receiver. ‘Yes; all ready,’ said 
the news editor making rapid notes. 
‘“Stick-up at Imperial Bank Branch, 
Arlington and Westminster.” “Yes, 
goon.” “Three armed men.” ‘“‘How 
much did they get?” “What!” “They 
got nothing and the bank got $10?” 
“Say what the heck kind of a bank 
robbery is this anyway?” ‘The bank 
also got a gun out of the scramble.” 
“Wait a minute I’m getting mixed 
here. Who was doing the holding- 
up?” ‘You think the bankers beat 
bandits to it?” “Say are you sure 
you have this right?” “It sounds like 
the story about the man who bit the 
dog.” 

The police reporter, however, was 
right and probably for the first time 
on record in Canada, bandits left behind 
some of their own money at the bank 
they intended to rob. It happened 
this way. Three men entered the 
branch and arranged themselves in 
strategic positions for a holdup. One 
of the trio presented a ten-dollar bill 
at the teller’s counter and asked 
for change. Everything was going 
smoothly for the gunmen up to this 
stage but R. S. McClay, alert manager 
of the branch, sensed something was 
wrong and his suspicion was con- 
firmed a few seconds later when he saw 
one of them about to draw a gun. As 
the wild west yarn would say “He 
beat them to the draw” and the 
bandits departed amid a hail of lead 
before the holdup had really started. 
The bank, however, has the ten-dollar 
bill and also a gun dropped in the melee 
which so far are unclaimed. 


* * * 


The history of municipal currency 
experiments in the past has not made 
cheerful reading as most of them have 
ended up like the childhood tale of the 
little boy who played with matches. 
The town of Raymond, Alberta, how- 
ever, has added a better chapter to 
the record by bringing to a successful 
conclusion a scrip venture with an 
improvement in financial position. 
Faced with a difficult financing prob- 
lem early in the year, the town issued 
scrip against unpaid taxes in pay- 
ment of local indebtedness with mer- 
chants co-operating by accepting the 
warrants at their face value. With an 
increase in tax collections and added 
returns from other departments this 
year, the town has met its debentures, 


reduced its borrowings and redeemed 
$8,710 of the $8,849 scrip issued. The 
issue not only assisted the town council 
in their financing but was also an 
important factor in the increase in 
tax collections. 


* * * 


The composing room will no doubt 
be blamed for a new depression term 
appearing in a western paper over an 
editorial which discussed farmers’ 
loans. The title of the editorial was 
“Debts Already Deplated.” Now if 
it had read “‘Debts Already Debated,” 
bankers would have agreed heartily. 


* * * 


Police discovered $3,000 in United 
States gold coin lying under a bed in 
the house of a Vancouver, B. C., 
Oriental, according to a news dispatch. 
Testimony in court showed that the 
gold had been there for eight years, 
which would indicate the extent of 
some of the hoards and the length of 
time secreted. An advertising man 
has suggested that the news item 
offered possibilities to Vancouver banks 
for their savings publicity inasmuch 
as the Oriental lost around $800 in 
interest which would have been earned 
if the money had been deposited in any 
of the local banks. 


* * * 


R.Hon.W.L.MacKenzie King, leader 
of the opposition in the Canadian House 
of Commons, recently spoke in favor 
of the establishment of a central re- 
discount bank in Canada. Mr. King 
is reported to have said: ‘Canada is 
one of thé few of the financial nations 
of the world which has not a central 
or national bank of rediscount. Such 
an institution, if operated in Canada 
as it is in other lands, would go very 
far towards helping to make credit 
available at cheap rates of interest.” 
Considerable importance was attached 
to Mr. King’s remarks as he is the 
leader of one of the major political 
parties in Canada. 


* * * 


A Canadian bank inspector recently 
commented on the marked improve- 
ment in routine efficiency shown by 
branches these days. He has noted 
that routine is grading higher at all 
the branches in his division and he 
believes this is general with all the 
banks. The policy of the Canadian 
banks in creating posts for officers 
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formerly attached to the staffs of 
branches which have been closed is a 
contributing factor in the increased 
efficiency. Many of the large city 
branches have a full complement of 
senior men for the first time in years 
and with experienced men greater 
efficiency has resulted. While pro- 
motion for the junior men may not 
be as rapid as in the hectic expansion 
era, these officers are receiving a more 
thorough training on their present 
posts and will be ready for promotion 
when branch extension is resumed. 
* * * 

“When is an ‘N.S. F.’ check not an 
‘N. S. F. check?” A Quebec judge 
answered this question recently by 
ruling that an “‘N. S. F.”’ check is not 
an “N. S. F.” check when it is post- 
dated. It had developed that a sales- 
man had given a post-dated check in 
payment of goods and when the check 
had been duly presented on the date 
due, it was dishonored. In passing 
judgment the judge ruled that the 
post-dating of a check made the 
instrument a promissory note, and in 
the event of it being dishonored, the 
holder had no recourse other than that 
allowed the holder of a regular note, 
i. e.. civil action. 


Bonds—Secondary Re- 
serves or Earning 
Assets ? 


(Continued from page 7) 


their money and the banker must pay. 
True. he can get a respite of thirty or 
sixty days, but often at the cost of 
undermining the confidence of the 
public and making matters all the 
worse when the notice period comes to 
anend. Interest rates on term deposits 
must be reduced to a level which will per- 
mit the investment of the funds in short 
term securities, carefully analyzed. 

Also we must cease to confuse 
secondary reserves with earning assets. 
If our desire is to have the funds in a 
liquid condition we must lose sight of 
yields and look only at security. On 
the other hand if we wish for earning 
assets, let us look for good commercial 
loans, and apply such gray matter as 
we may possess in the best of credit 
work to keep. them as liquid as is 
humanly possible. 


Working Clothes 


“"T’HE experiment has been tried of 
placing a green overall tint on the 
face of the five dollar note. It is hoped 
that this may improve its wearing quali- 
ties.” History-of The Canadian Bank 
of Commerce, © Vol.'2, p. 552, footnote. 
In these days overalls may make 
bills wear longer but they won’t make 
them work any harder. — The Caduceus, 
Canadian Bank of Commerce. 
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. . hold-up protec- 
tion on the premises you 
have only 12% protection against 
present methods of attack » » » 
Of all the bank robberies during 
the year ending August 31, 1932, 
88% were daylight hold-ups — 
only 12% were night burglaries. 
Better than 8 to 1! Modern bank 
vault equipment with time- 
locked doors has made banks safe 
at night. Daylight hold-up pro- 
tection is just as essential as 
vault protection. » » » The Die- 
bold method provides positive 
bank hold-up protection for all 
hazards. The Diebold-Lake Erie 
Electrical Tear Gas System 
drives the bandits from the bank. 
It reduces insurance premiums 
25%. Diebold Tellers’ Safety Lock- 
ers instantly and automatically 
lock up all money exposed at tel- 
lers’ windows during an attempt- 
ed hold-up. Delayed Control 
Time - combination -locks and 
other equipment protect reserve 
chests in the vault. Electric Si- 
lent Signal Combination Locks 
secretly warn a central station 
when the money chests are or- 
dered opened by bandits. Com- 
plete Diebold protection is avail- 
able for both daylight hold-up 
and night burglary. 








Diebold Safe & Lock Co., Canton, Ohio 


( ) Please send details of your method of com- 
plete bank hold-up protection. 


Bank 





Individual 





City State 














SAFE & LOCK CO., Canton, Ohio 
OVER SEVENTY YEARS OF PROTECTION SERVICE 


In writing to advertisers please mention The Burroughs Clearing House 








Twenty-four 









in ae 
DISTINCTION 


Guests at the William Penn en- 
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Extraordinary Vault 
=== Bargain 
DOOR—Circular Right Hand Swing—15” 
Solid thickness—Clear opening 84” Diam- 
eter—Geared Bolt Work. 


STEEL LINING—Size 16’ 4” Wide x 20’ 0” 
Deep x 8’ 2” High inside; 4” thick—50% 
Drill-proof Steel. 

Immediate delivery. Here is your oppor- 
tunity to purchase one of the finest jobs at 
a ridiculously low price. 


FOR SALE BY 


The Bank Vault Inspection 
Company _- PHILADELPHIA, PENN. - 











Hold-Ups Continue! 
Protect Your Bank! 


A RB A reports that there has been 
+#-f%+ no reduction in the num- 
ber or the success of bank hold-ups. 
The record shows that well-informed 
hold-up men know better than to take 
a chance in banks equipped by Padua. 
Padua Foot Units can be connected 
with your present system. Write us. 


PADUA Hold-Up Alarm Corp. 
104 Seneca Street Cohoes, N.Y. 














NEXT MONTH : 
§ ‘‘A New Day for Banks’”’ 


By JOSEPH STAGG LAWRENCE, 
Editor, Bradstreet’s Weekly 
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Briefs on Banking Law 


By Charles R. 


AND B executed a note to the X 
A Bank as co-makers, A receiving the 

money, and B signing merely for 
the accommodation of A. At maturity 
A was unable to pay the note, and the 
bank granted him an extension of time 
for payment without notifying B. Sub- 
sequently B resisted payment when 
the bank undertook to enforce the note 
against him, contending that the ex- 
tension of time without notice to him 
relieved him of liability. 

This contention would have been 
good at common law, but under the 
provisions of the Negotiable Instru- 
ments Act, a person who signs an 
instrument as maker is_ primarily 
liable, being absolutely required to pay. 
His liability is determined by his re- 
lation to the instrument and not by his 
arrangements with the co-maker or 
any other party. (Vanderford vs. 
Farmers’ & Mechanics’ National Bank, 
105 Md. 164; Edmonston vs. Asco, 43 
Colo. 55; National Citizens Bank vs. 
Toplitz, 81 New York App. Div. 593.) 

Where this question has been pre- 
sented to the Courts in Iowa and 
Missouri, however, a contrary view 
was taken. In those states it was held 
that where a payee bank is attempting 
to recover from the accommodation 
joint maker, the bank is not a holder 
in due course and is, therefore, not 
within the protection of the Negotiable 
Instruments Act. Hence, the com- 
mon law rule applies, and the exten- 
sion of time by the payee bank to the 
real debtor without the consent of the 
accommodation co-maker relieves the 
accommodation maker of liability. 
(Fullerton Lumber Co. vs. Snouffer, 
139 Iowa 176; Long vs. Schafer, 185 
Mo. App. 641.) 

Where the accommodation party 
signs the instrument as an endorser or 
surety, however, an extension of time 
by the payee bank to the maker, with- 
out the consent of the endorser or 
surety, will discharge the endorser or 
surety from liability. Any binding 
agreement by the payee bank whose 
effect is to postpone the time of pay- 
ment and negative the right of action 
on the instrument until the postponed 
date, is sufficient to relieve the non- 
consenting endorser or surety. (Na- 
tional Park Bank vs. Koehler, 207 
New York 174.) 


* * * 


A NATIONAL bank agreed by corre- 
spondence to accept certain drafts 
drawn on one of its customers, subject 
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to certain conditions. Accordingly 
nine sight drafts complying with the 
stipulated conditions were drawn. The 
first two were paid, but the other seven 
were refused by the individual on 
whom they were drawn and the bank 
which had agreed to accept them. 

Suit was brought against the bank 
which had agreed to accept the drafts, 
and the Court held that such an agree- 
ment was in effect a contract of guar- 
anty in which the bank was merely an 
accommodation guarantor for the bene- 
fit of a third party. The Court 
pointed out that a national bank has 
no liability on such a contract inas- 
much as a national bank has no power 
or authority to become an accommoda- 
tion endorser or guarantor for the debt 
of another without benefit to itself. 
(National Bank of Brunswick vs. Sixth 
National Bank, 212 Pa. 238.) 

Ordinary business corporations have 
no power to bind themselves as en- 
dorsers or guarantors on commercial 
paper for the accommodation of others, 
unless such power is specifically given 
to them in their charters or by the 
statute under which they are or- 
ganized. (Blake vs. Domestic Mfg. 
Co., 64 New Jersey Equity, 480; 
Knapp & Co. vs. Tidewater Coal Co., 
85 Conn. 147.) 


* * * 


KNOWING himself to be insol- 

» vent, drew a check to his own 

order and endorsed it to B to whom he 

had been indebted for services going 
back for a number of years. 

B had the check certified. After the 
certification but before the present- 
ment of the check for payment, A, the 
drawer, committed suicide, whereupon 
his insolvency became known. The 
bank then refused to pay the check, 
alleging that it had a lien or setoff 
against the balance represented by the 
check. 

It was decided in National Bank of 
Baltimore vs. Rockhold, 144 Md. 439, 
that the bank was bound by the certi- 
fication and must pay the check. The 
Court expressed the opinion, however, 
that if B had procured the certification 
by fraud to the extent of obtaining the 
certification with knowledge of A’s in- 
solvency, B would not be permitted to 
collect on the check. Even under those 
circumstances, however, the Court 
intimated that if the check had been 
negotiated to an innocent holder for 
value, the bank would have bees 
bound by its certification. 
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CLEARING HOUSE 


Via the Banks on the 
Wabash 


(Continued from page 5) 


not a large one. Just a couple of years 
ago he netted $400 an acre profit on 
one ten-acre field. The farmer who is 
most industrious and intelligent usually 
gets along pretty well even when his 
neighbors are hard up. Certainly 
enough farmers are making money to 
allow our merchants to earn a profit 
and keep themselves in excellent 
financial condition.” 

The next stop was at North Judson. 
G. N. Peterson, cashier of American 
State Bank, reports loans slow except 
those to farmers who have the knack 
of making money. Strange, how this 
strain of “some can, and some can’t” 
runs through all conversations with 
country bankers. Are the classical 
economists perhaps correct that the 
farm situation will be remedied only 
when marginal producers are squeezed 
out by their own inability to make 
profit? 

Recently a few Japanese have begun 
farming at North Judson and are pros- 
pering. The natives are not too keen 
about having the Japanese, but a few 
local sages hope that the object lesson 
of farmers who work on their knees 
from daylight to dark may have a 
wholesome effect on some of the more 
easy-going Americans. 

Twenty-odd miles northeast is 
Wanatah, home of the Wanatah State 
Bank. Julius G. Richman, cashier, 
views with no great enthusiasm the 
fact that his deposits have shrunk in 
the past year, although his percentage 
of loss is considerably lower than that 
of many sound banks. This bank is 
almost surrounded by institutions 
which have either closed or gone on 
moratorium. The confidence it enjoys 
is testified by its size; it has deposits of 
more than half a million, in a town 
of 600. 

Here, too, those farmers who can 
show a record indicating their ability 
to repay can get what loans they need. 
Cattle loans, for feeders, are the best 
class of agricultural loans available in 
this district. The average cattle feeder 
expects to pay perhaps 25 per cent of 
the purchase price from his own funds, 
and borrow the rest. But Mr. Rich- 
man will loan the entire amount to a 
farmer whose record justifies this 
accommodation. 

The State Bank of Westville is small. 
Its president and its cashier, L. R. 
Cass and J. S. Recktenwall, are its 
staff. And they have kept their 
Institution in good shape, despite the 
grief that approached on all sides. 

Times are hard for a bank no larger 
than theirs, they say. Not that a small 

ank is any harder to keep solvent, or 
that it presents any greater problem in 
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THE LEGIBLE SAFETY PAPER 








ASILY acknowledged the most leg- | 
ible safety bond for the imprinting 

of bank checks. Its plain, no-pattern 
surface is also a distinctive quality 
found in no other Safety Check Paper. 
This extreme legibility has not been 
forced at the expense of inherent pro- 
tective features. The chemical nature 
of the paper pulp combined with the 
delicately colored surface tints are most 


efficient safeguards against fraudulent 








alteration. Still the surface is plain. 
Specify Gilbert Safety Bond, the 
“double bar” check paper, for legibility. 





Gilbert Paper Company, Menasha, Wis. 
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retaining public confidence. But with 
deposits totaling $130,000, earnings 
are at best small and now it is 
extremely difficult to make any profit 
on capital. 

Five-fifteen o’clock, and time to 
start home to Chicago. Thus end 
three days of intensive visiting among 
the outstanding country banks of the 
district covered. Ejighteen banks 
called on, perhaps twenty-five of the 
shrewdest country bankers in north 
central and northwestern Indiana 
talked with. Two tired travelers 
crammed to the ears with miscellaneous 
information. What does it all net 
down to? 

First, and most important, the busi- 
ness outlook is brighter even in those 
communities hardest hit by falling 
prices of farm products. Second, and 
almost equally important, public con- 
fidence in the country banks has re- 
gained a level which it has not reached 
for at least two years. Third, the 
country bank has on its books a good 
many customers who have learned how 
to make money under present condi- 
tions—a backlog of prosperity which 
will reach greater prosperity when farm 
products rise in price. 

What are the country bankers’ 
problems? Little new knowledge can 
be contributed here. Slow loans are 
the worst —but this situation is being 
steadily improved as notes are collected 
or written off. Depreciation in general 
market bonds has made many a small 
banker vow that if ever he pulls 
through to the point where he can sell 
what he already owns, he will in future 
confine his reserves to governments 
and prime municipals. Small checking 
accounts are an expensive nuisance, 
and when general conditions improve 
to the point where an added burden on 
the customer is tolerable, there should 
be a wave of service charges which will 
make the present wave in this direction 
look like only a ripple. Threatened 
changes in state banking laws are too 
drastic, and cause worry while they 
impend; but they will doubtless be 
toned down in committee to the point 
of reasonableness. 

Despite the impression which per- 
vades a good many big-city banks, the 
country banker is not through. The 
poor country banker is through, and 
the pity is that his going took some 
good country bankers with him. But 
the bank which has weathered the 
present storm and which can show a 
good statement ought to come through 
with a momentum that nothing can 
stop. And without stepping into the 
decimated ranks of the business fore- 
casters, it seems safe to prophesy that 
unless conditions change for the worse, 
the next ten years will see better 
country banks and better country 
bankers than our land has ever before 
known. 
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The Native Bankers 
of India 


(Continued from page 12) 


tendency now is to to regard him as a 
petty capitalist, in a land starved for 
capital, who risks his own funds in 
advances to peasants who are such 
bad risks that no bank would dare to 
touch them. He is thus part of a 
larger problem. But the wide preva- 
lence of the word “bania’’—an 
opprobrious term for moneylender, 
implying the courage of a louse with 
the acquisitive qualities of a leach — 
shows that the banker, in general, is 
blamed by the populace for the pre- 
vailing conditions. 

About all we can safely say is that 
while some native bankers appear to 
charge all the traffic can bear, others 
seem to have won great local prestige 
by their moderateness and fairness in 
a difficult field. What would you do 
if a peasant approached you for a loan 
of $15 and inquiry showed that his 
gross income for the coming year would 
be $10? But heis Hindu, his eldest 
son is about to be married, and the 
unbending laws of his caste require 
him to make certain gold and silver 
presents to his daughter-in-law and to 
celebrate the wedding according to 
ancient rules—total cost, $15, and 
every penny of it unproductive ex- 
penditure. This is high finance, as the 
village moneylender meets it, and, on 
its scale of risks, it is high, indeed. 

But conditions vary widely. In 
some districts, 75 per cent of the rural 
families owe nothing to moneylenders, 
and the prevailing rate for loans 
secured on gold and silver ornaments 
is 12 per cent per annum. But the 
average for all India is probably well 
in excess of 20 per cent per annum. 


NE view, extremely popular in 

British quarters, is that the capital- 
starvation visible in the interior is due 
to the hoarding of gold and silver. 
This view contends that for every $5 of 
annual Indian income which is in- 
vested, $55 is converted into gold and 
silver ornaments and buried in the 
ground. The American Trade Com- 
missioner to India has estimated that 
the total amount of gold and silver 
hoarded in India is around five billion 
dollars. 

This is a typical Western view, but 
your Bombay Shroff will get rather 
excited when you mention this point. 
He will contend that Western estimates 
of the “thidden gold” of India have 
always been romantic exaggerations; 
he will produce figures showing that 
India’s per capita absorption of gold 
and silver, for the industrial arts, is 
low —much lower than Switzerland’s — 
and that the hoards of a few timid 
native princes have given Westerners 
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Weather proofing 
Telephone plant 


More than 93% of the total wire 
mileage of the Bell System is in 
cable rather than open wire. 

Cable gives an extra measure 
of protection to the service dur- 
ing bad weather. It also makes 
fora more lasting plant, one which 
requires less maintenance. 


Its installation is part of a Bell 


ing the plant in order, responsive 
to the public’s needs, has itself 
been a contributing reason for the 
widespread use of the telephone. 
Telephone plant and telephone 
service stand today at a high peak 
of efficiency . . . a fact important 
to user and investor alike. 


System service improvement pro- May we send you a copy of our 
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Twenty-eight 


a wholly false picture of India as a 
“sink” for the precious metals. I 
don’t know what actual estimate he 
will give you, but it will probably be 
less than one billion dollars. 

But to get back to debts. Some 
92,000 co-operative societies with 
3,000,000 members attempt to make 
headway against the debt situation, 
but it is a slow educational process. 
They combat incessantly the peasant’s 
desire to over-borrow and in some 
districts they have effected an all- 
round reduction in interest rates. But 
as their funds come largely from mem- 
bers and are subject to withdrawal on 
notice, they have to keep highly liquid 


and the amount of assistance they can 
give the debt-burdened ryot is limited. 
They need very substantial long-term 
funds if they are to get anywhere. 

But the whole banking problem is 
very much to the fore in India this 
year, and we may see, presently, some 
changes. But they will be moderate 
changes, and the native banker, with 
his highly specialized knowledge, will 
remain on the scene for a good many 
years. 

India is the only country I know 
of where the end of the banker’s fiscal 
year is celebrated as a _ religious 
holiday. It is called the Kartika Badi 
and falls, usually, in October or 
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The great streams of money that constantly 
flow through the gigantic financial institu- 
tions of New York demand the utmost in 
protection. To the imposing list of New York 
banks that enjoy the security of York Vaults 
another important name is now added ¢ + 

The First National Bank of New York. 
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Regardless of its size, your bank, 
too, can. enjoy the same skill and 
experience in vault construction 
that have made the name of York 
preeminent throughout the 
world. We will gladly confer 
with you regarding the type and & 
size of vault your bank requires. 
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THE BURROUGHS 


November. While the banker bal. 
ances his books, Hindu homes are 
cleaned and in the evening a “row of 
lamps” is lit. Though Indians have a 
saying that “interest runs like a horse,” 
even the hot and bothered debtor 
lights his row of lamps and offers a 
prayer to Lakshmi, the Goddess of 
Wealth. But she has been chary of 
her favors, the past two years. 


The Taxpayers’ Club 
in Detroit 


(Continued from page 9) 


bank for another six months. During 
this period, the accumulations for six 
months of the next year’s taxes will 
have been paid in. A revolving fund 
will thus have been created which 
may amount to a large sum —a result 
which cannot be obtained from the 
Christmas Club or any other club plan. 


How the Club Operates 


In operation, the Taxpayers Savings 
Club is simple. The amount which 
the member agrees to save depends of 
course on the amount of his taxes and 
his capacity to pay. The denomina- 
tions that are provided, and which 
are found to take care of the majority 
of cases, are $1, $2, $5 and $10 weekly 
deposits. ~The member having decided 
how much he will save weekly is given 
a coupon book of that denomination. 
Each coupon contains the date upon 
which payments should be made and 
the amount to be saved. 

The number of the account also 
appears oneachcoupon. After receipt- 
ing the coupon and the stub in one 
motion through the use of a double 
stamp, the teller tears out the coupon. 
The stub remains in the book and 
serves as a receipt for the amount 
paid. The torn-out coupons are posted 
onto ledger cards which are numbered 
to correspond with the coupon books. 


"THE following are the rules and regu- 
lations governing the Taxpayers 

Savings Club which were adopted by 
the Detroit banks: 

1—The regular club term of this 
book begins on the date of the first 
coupon (July 5), and each succeeding 
weekly payment is due on the date 
printed on each coupon. 

2—Deposits may be made as far in 
advance as desired. 

3—Receipt of payments is acknowl- 
edged by the institution only as each 
coupon in the book is endorsed PAID 
by its authorized official. 

4—Interest will be paid at the rate 
of 3 per cent on all accounts where 
weekly payments have been made 
according to schedule and for the full 
club term. 

5 —Funds in this club may be with- 
drawn upon presentation of the coupon 
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CLEARING HOUSE 


book at any time after July 1, 1933. 

6 —Change of address, or the loss or 
destruction of this book, should be 
immediately reported to the institution. 

7—Members neglecting to make 
their payment regularly and those 
discontinuing their payments will re- 
ceive the amount paid at the end of 
the club term. 

8—No withdrawals, transfers or 
assignments will be allowed during the 
50-week period, except by permission 
of an officer. 

9—The authorized holder of this 
book, in its use and acceptance, un- 
qualifiedly agrees to all the rules and 
regulations of the institution relating 
thereto. 

The present is an ideal time for the 
starting of Taxpayers Savings Clubs. 
The distressed conditions of the past 
few years have emphasized in the 
minds of taxpayers, as probably never 
before, the essential need for the 
gradual accumulation of funds to pay 
their taxes. The fullest co-operation 
between civic authorities and the 
banks is readily obtainable. Taken 
all in all, it would be difficult to 
imagine more favorable conditions 
from every standpoint than the present 
time affords for banks to institute this 
helpful and _ constructive financial 
service. 


Progress of Banking 
by Air 
(Continued from page 17) 


approximately 450,000 pounds trans- 
ported during 1930. Drastic reduction 
of air express tariffs becoming effective 
January 1, 1932, was responsible for a 
sharp increase in the volume of express 
shipments transported by plane. 
Popularity of air express service has 
been the result of the acceptance of 
this phase of air transportation by 
financial institutions and other busi- 
ness houses. Certain banks and bond 
houses in Chicago, for instance, now 
= regular air express pickup service 
aily. 

Dependability of modern air trans- 
port services is to a degree responsible 
for the increasing use of passenger, 
air mail and air express planes by 
banking institutions. In July and 
August, for instance, the company 
with which I am associated completed 
99.8 per cent of nearly 2,500,000 miles 
scheduled to be flown during the two- 
month period. In connection with the 
tliability of air service, it is note- 
worthy that in fifteen years of air 
mail operation, less air mail has been 
lost or destroyed than was lost in the 
‘inking of the Vestris. 

A check of air mail and air express 
shipments shows that banks are using 
arplanes for the following purposes: 
lispatch of checks, drafts and notes 
lor collection and credit; saving interest 


charges on funds in transit; advices of 
payment of drafts, etc.; transmittal of 
important correspondence and also 
letters to connect with steamers for 
Europe and other destinations. 


FOLLOWING are several examples of 

the speed of scheduled air transport 
service, and these may be considered 
representative of the various schedules 
on all airways in the country. 

From San Francisco: to Seattle, 7 
hrs.; to Los Angeles, 3 hrs.; to Chicago 
20 hrs.; to Kansas City, 18 hrs.; to 
Detroit, 24 hrs.; to Cleveland, 24 hrs.; 
to New York, 27 hrs. 

From Chicago: to New York, 6% 


Twenty-nine 


hrs.; to Cleveland, 234 hrs.; to Detroit, 
2% hrs.; to Kansas City, 4 hrs.; to 
Dallas, 10 hrs.; to Salt Lake City, 1514 
hrs.; to San Francisco, 231% hrs.; to 
Los Angeles, 22 hrs.; to Seattle, 2634 
hrs. 

Banks are by no means restricting 
their use of aviation to air mail and 
air express, as the air passenger service 
is attracting a growing number of 
passengers from financial houses. The 
writer recently checked through an 
analysis of some 7,000 passengers on 
our lines carried during the first three 
weeks of July, 1932. Sixty per cent 
were presidents, vice-presidents and 
sales managers of corporations; 20 
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Facing Three Judgment Days 


Hammermill Safety Paper comes to judgment three times. 


Once in our own laboratory, once in actual use and now again at 
our Own suggestion in the “Test Tube” we offer to send you. 


In our laboratory, where temperature and humidity are constant, 
Hammermill Safety Paper is submitted to scientific tests by delicate 
apparatus that register in minute measurements the physical quali- 
ties of the paper, the base stock itself. After that the sensitizing 
process is submitted to attempted alteration not by amateurs but by 
skilled chemists who have the resources of a modern laboratory. 


The second day of judgment for Hammermill Safety Paper is every 
day when it is used by thousands of banks and individuals for 
millions of checks and gives satisfaction. 


The third judgment is yours, and to help you form that judgment 
for yourself we offer to send you the Hammermill Test Tube. 
Will you accept this offer and prove for yourself the superior 
quality of Hammermill Safety Paper. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 





“TEST TUBE” SAMPLES OF HAMMERMILL SAFETY PAPER 
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figures SAVINGS wnterest 
guichly, easily, a ccurately 


NOTE THESE FEATURES 


1 
Light, uniform key touch. 


2 
A ‘9’ key is depressed just 
as easily as a ‘1’ key. 


3 
Each key always registers its 
full value on the dials. 


4 
Easily operated because the 
motor does the work. 


5 
Clearing bar,onthe keyboard, 
instantly clears the dials. 


6 


Dials are large, figures legible, 
for rapid reading of results. 


7 
Easily carried to any desk. 


Ar interest time the speed and accuracy 
of Burroughs Electric Calculator greatly 
reduce mental fatigue and complete the 
interest figuring with minimum interruption 
of regular work. 


During the rest of the year the machine can 
be profitably used on a wide variety of work 
including figuring interest on notes in the 
Loan and Discount department . . . check- 
ing mortgage interest ... figuring interest 
due to correspondent banks ... . handling 
calculations in the Bond Department .... 


figuring aggregate balances and float on in- 
dividual accounts. 


Where the bank has a metered service charge 
Burroughs Electric Calculator is an excep- 
tionally fast means of handling all calculating 
to determine service charges. 


For a complete demonstration of this useful 
machine call the nearest Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN 
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$300 DELIVERED ......13 COLUMN SIZE, $400 


Hand operated styles at $200 and $300 
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BURROUGHS 


CHAIR 


Has advantages that are appreciated alike 
by employer and employee. To the office 
worker it offers correct seating in a health- 
ful, fatigue-resisting position. To the em- 
ployer, it offers not only the advantage of 
having satisfied employees who are seated 
correctly for efficient work, but also the 
economy of an all-metal chair built to with- 
stand long, hard usage. Made in many styles. 





BURROUGHS ADDING MACHINE COMPANY .. DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED 
WINDSOR, ONTARTO 
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per cent were other executives of com- 
panies; and the balance were miscel- 
laneous travelers. 

The old objection to air travel on the 
score of its cost has been answered by 
air transport companies in lowering 
air traffic tariffs to a point comparable 
with rail plus Pullman. The following 
example of comparative rail and air 
costs was furnished us by a representa- 
tive of a New York Bank: 


By Surface Transportation 
(14 days away from office) 
Transportation Expense......... . $200.55 
Living Expense at $8 per day..... 112.00 
Salary at $350 per month (11 busi- 
ness days at $13.46 per day).... 148.06 


TOTAL EXPENSE............. 460.61 


By Air Transportation 
(9 days away from office) 








Transportation Expense.......... $222.63 
ee + 72.00 
Salary at $350 per month (8 busi- 

ness days at $13.46 per day)...... 107.68 
TOTAL EXPENSE............. 402.31 


In this case, air travel resulted in a 
saving of $58.30, even if the three 
business days saved are entirely for- 
gotten. Mail, passengers and express 
are being carried long distances with- 
out the loss of business hours. For one 
example, large transport planes leave 
New York City and Chicago at mid- 
night, and reach the opposite city at 
7:30 o’clock in the morning. A banker 
may leave Chicago at midnight, spend 
a full business day in New York City, 
leave there at midnight, and arrive 
back in Chicago the following morning. 
He will have spent an entire business 
day in New York without losing a 
single business hour in traveling from 
and to Chicago. 


On the Calendar for 
Congress 


(Continued from page 16) 


discussion of the subject during the 
winter. A revision of the revenue law 
may be expected in the first session 
of the new Congress. 

While recent returns have showed 
an increase in the revenue from the 
miscellaneous taxes imposed by the law 
of last June, the amounts continue to 
be considerably below the advance 
estimates. This situation is likely to 
make it desirable to revise the law as 
soon as possible regardless of whether 
the dissatisfaction with the bank check 
and other taxes is sufficient to bring 
about the substitution of a manu- 
facturers’ sales tax. 


Another English banking item: the 
governor of the Bank of England gets 
less than $7,000 per year, and the 
deputy governor just over $5,000, 
while the directors get $150 per month. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-12-32-ADV. 














